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INTRODUCTION 


The EEC has taken or is considering taking measures with respect to 
tobacco in various fields: agriculture , competition, excise taxes, advertising, 
public health. But these actions do not add up to a coherent and coordinated 
policy • The situation at EEC level is therefore no different from the situa¬ 
tion in the various lumber States- 

The first steps were taken in the late 9 60s. The EEC institutions. 
Commission and Council, had at that time set up agricultural market organisa¬ 
tions for the most important products and it also proved necessary to define 
the agricultural policy for tobacco. There were some peculiarities: the two 
most important tobacco-growing countries were the only ones operating State 
monopolies for production, import and export, wholesale and retail sale of 
tobacco products. Trade between Member States was not only restricted by the 
two monopolies but also by widely differing excise tax structures . The two 
monopolies specialised in cigarettes in the low price range whereas in the 
other four countries cigarettes in higher price brackets were sold, made 
mostly from tobacco imported into the EEC. 

It therefore proved necessary to link these problems together: the 
agricultural market organisation for tobacco, adjustment of the tobacco mono¬ 
polies with a view to eliminating all discrimination against importers of 
cigarettes from other Member States and harmonisation of excise tax structures, 
ie - the relation between the specific (per piece) and the ad valorem elements 
of the tax which to a great extent influence the competitive situation of the 
brands in the various price categories. 

The result was the so-called "tobacco package of 1970 n . Besides 
solution of specifically agricultural problems, it aimed at the removal of 
restrictions to trade, the increase of competition and the inter-penetration 
of national markets. 

However, the "tobacco package” proved difficult to implement and 
the target dates have not been respected. 

The monopolies should have been adjusted at the end of the trans¬ 
ition period on December 31, 1969 „ Therefore the Council in a resolution 
defined new obj§ gft&g 
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the Court of Justice in Luxembourg stated that the absence of these adjustments 
and the Council resolution of August 21 y 1970 did not alter the Treaty 's pro¬ 
visions and that the situation must therefore be taken as if the necessary ad¬ 
justments had been made. The Court f s ruling did not change the practical 
situation. The free tobacco companies were obliged to sell their brands through 
the monopolies on the basis of exclusive distribution contracts y but the ruling 
prompted the Commission to open a number of proceedings against France and Italy 
in order to obtain their compliance with the Treaty. At present the free produ¬ 
cers of tobacco products still sell through the monopolies and will continue to 
do so at least throughout 1980. 

Progress on the harmonisation of tobacco excise duty was equally slow. 
Harmonisation was intended to be achieved in three stages y the final one to be¬ 
gin on January l y 1980 . Provisions for the first stage were not adopted until 
December 19 x 1972 y when the three new Member States were on the verge of access- 
ion y and the second not until December 19 y 1977 „ Entry into the final stage is 
planned for January 1 y 1981 y but the odds are that this may be one or two years 
later. 

External trade policy with respect to raw tobacco resulted in the re¬ 
duction of tobacco customs duties in the Kennedy Round and y following accession 
of the three new Member States y import quotas for certain tobaccos (Virginia 
flue-cured in particular) with reduced import customs duty rates. These quotas 
were fixed in the framework of the Generalised Preferences Scheme which favours 
imports from a number of developing countries. The high import quota allocated 
to the United Kingdom took into account the traditional trade flow within the 
Commonwealth y the countries of which no longer enjoyed preferential treatment 
when the United Kingdom became a member of the European Gorrmmity. 

The most recent activity at EEC level concerns the thorny problem of 
smoking and health. Intensive action has already been taken within individual 
Member States and by several international organisations y governmental and pri¬ 
vate alike. The Health Ministers of the EEC Member States have discussed the 
issue 3 but it appears that action at EEC level is unlikely to exercise a deci¬ 
sive influence. Nevertheless y EEC activities may contribute to the clarifica¬ 
tion of a rather controversial issue in which scientific elements mix with 
emotional attitudes. 

This study , is designed to describe the progress achieved up vntul 
April 1979 and some prospects for future evolution of the EEC tobacco policy. 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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CHAPTER 1 


TOBACCO PRODUCTS - CONSUMPTION 


EEC consumption 

Evolution of consumption 

EEC consumption - by Member State 

Per capita consumption 

Hie growth of filter-tipped cigarettes 

National retail sales values 

The international tcbacco companies 

Notes on individual EEC markets 

The "tar" or condensate content of cigarettes 
















1. Consumption in the Europe^! Community (EEC) 


In 1977, consumption of tdbacco products in the nine Member States 
of the EEC was of the order of 564,000 tonnes (1). Of this amount, cigarettes 
made up 82%, cigars and cigarillos 1 7% and tobacco for pipe smoking, snuff and 
chewing 11%. This represents just over 10% of total world production of to¬ 
bacco leaf which in 1977 amounted to 5.4 million tonnes. A more appropriate 
value of world: tobacco leaf for comparison, would be that for 1971 or 1972 since, 
as mentioned in the next chapter, several years' ageing of the baled leaf to¬ 
bacco is required before it is converted into manufactured products. In that 
case, EEC consumption in 1977 corresponds to about 13% of the 1971-1972 world 
tc±»acco output of 4.5 million tcnnes. 

The pattern of world consumption is similar to that throughout the EEC: 
cigarettes represent 89.5%, cigars and cigarillos only 2.5% and pipe tobacco 8% 
of the total amount smoked in the world. 

2. Evolution of consumption 


The paper-wrapped rolls of finely cut tcbacoo smoked today acquired 
the name cigarette in France from the Spanish cigarro after the Peninsular War 
(1809-1813). During the Crimean War (1854-1856), British soldiers smoked Turk¬ 
ish. cigarettes and a factory was established in London in 1856. British taste 
later switched to Virginia tobacco, whereas the American taste has always pre¬ 
ferred a blend containing sane Turkish. 

From 1880, development of machinery allowed the mass production of 
cigarettes - one machine doing the work of 50 hand rollers in producing about 
100,000 cigarettes a day. At the beginning of the 20th century, 4/5 of the 
tcbacoo smoked in Europe was in pipes . From 1914-1918, cigarettes overtook 
pipe smoking and by 1960, 3/4 of all tobacco smoked in Europe was in the form: 
of cigarettes. 


3. EEC consumption - by Member State 


The consumption, throughout the EEC, of the three classes (2) of to¬ 
bacco products: cigarettes, cigars/cigarillos and tobacco for pipe smoking (in¬ 
cluding snuff, or "pinch" tobacco and plug: for chewing) is illustrated in 


(1) Metric tonnes (1000 kg) ore used throughout this report. Abbreviation: te. 

(2) For a detailed desaripti&n see Official Journal of the Eurovean Communities 
(03) N° L 10/8 of 16.1. 79. Annexes 26 and 27. 
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tables la, lb and le covering the years 1973 to 1977, with 1960 as reference 
year. 


Table la. EEC CIG ARETTE CONSUMPTION 


Country 

1960 

1973 

j 

1974 

1975 

- 

1976 

' ■ j 

1977 ! 

t 

Belgium (from 1975 
incl. Luxerrbourg) 

10.9 

20.2 

20.2 

20.6 

• 

20.2 

19.8 ; 

Netherlands 

13.7 

23.4 

23.4 

23.9 

22.5 

26.9 : 

Germany 

70.9 

125.5 

128.0 

126.2 

129.1 

116. li i 

France 

42.6 

75.4 

80.5 | 

84.8 

I 83.9 

83.9 j 

Italy 1 

48.3 

I 80.1 

87.5 j 

89.2 j 89.7 

90.3 j' 

United Kingdom j 

110.9 

| 137.4 | 

I 137.0 ! 

132.6 

130.6 

125.9 \ 

Ireland 

/ 4.5 ' 

6.8 

1 ■ 7.4 j 

• 

7.5 

7 c; 1 
• 7 ' 5 

94 , 

7.3 ! 

Denmark 

5.0 

i 

| 7.6 

-j 

| 6.8 i 

CO 

t 

00 

- ... 

9.4 li 
.- 

Total EEC 

306.8 j 


490.8 

493.6 

1 

492.9 

L_...,— 

482.1 ?. 

• . — 


Q 

Source: FEDETAB Numbers are: number of cigarettes x 10 (2) 

- F&diration belgo-luxemhourgeoise des Industries du Tabac ASBL 
Avenue de Cortenberg 24 

1040 Brussels (Belgium) 

- n Vade Mecum”, second edition 1.11.78 

(1) The available figures for Denmark are ambiguous. Other statistics indi¬ 
cate 7.5 billion for 19??, excluding, however, taxfree imports (travellers) 
from Germany. 

(2) Throughout this report, quantities are expressed in powers of 10: 

3 g g 

thousands 10 ; million - 10 ; milliard (American billion) - 10 . 


Hie mean annual growth of cigarette consurrption from 1960 to 1977 was 
greater than fran 1973 to 1977* This reflects the new attitude of consumers who 
snake less or who have ceased to smoke. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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Avera ge annual grow th (%) 



1960-1977 

1973-1$ 

Belgium 

4.5 

- 0.4 

Netherlands 

5.4 

3.0 

Germany 

3.5 

“ 1.5 

France 

5.4 

2.3 

Italy 

4.8 

2.5 

United Kingdom 

0.8 

-1.7 

Ireland 

3.5 

1.5 

Denmark 

l 

4.9 

4.7 

Total EEC 

3.2 

0.2 


In Germany there was a significant drop of 10% frem 1976 to 1977 due 
to a fiscal increase at the end of the year. Indications are that in Gentary 
1978 is shewing a recovery of cigarette consumption and the 1976/1977 figures may 
have represented anticipatory buying (together with cross-frontier purchases in 
the Netherlands) during 1976, to forestall the 1977 tax increase. In-the other 
countries, tax increases occurred more often and did not cause such significant 
changes. Belgium, the Netherlands and Ireland nay have reached a steady state 
and after peak consumption in 1973, the United Kingdom has shown an annual 
decrease. 


Table lb. EEC CIGAR AND CIGARILLO CONSUMPTION 



Source: https://www.industrvdocuments.ucsf.edu/d ocs/vhjlQQQQ 
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These figures shew a relatively stable situation for EEC consumption. 
Germany showed: a marked decrease during the 1960s and may be reaching equili¬ 
brium. In France there has been a 9% annual growth rate between 1973 and 1977 
and since I960, an overall increase of 7% a year has occurred, though this 
growth has now apparently ceased: oonsunption in France is static at present, 
as in other EEC countries. 

Table lc. EEC PIPE TOBACCO CONSUMPTION 



Country 


Belgium (from 
1975 incl. 
Lu xembourg) 

| Netherlands 

I Germany 

France 

| Italy 
I 

United Kingdom 
Ireland 


Demark 


Total EEC 


).2 T 


13.4 j 14.4 I 1:4.2 
8.0 r 7.9 \ 9.5 


o .U 

14.9 


6.3 j 13.1 1) j 




2.0 1.9 

11.7 11.7 


8.9 

1.6 



Source: FEDETAB 


Figures: tonnes x 10 l 


1) This increase may he due to a 1G% drop in cigarette consumption following 
tax increase. The figures include: 1976 1977 

Fine cv.t tobacco 4.7 11.3 

Pipe tobacco 1.6 1.8 


For pipe and the other tobaccos, snuff and chewing plug which repre¬ 
sent about 5-10% of that for smoking ih piptes, there has been a clear reduction 
since 1960 in> the EEC overall and this trend has been very marked in France and 
Italy. After an apparent slowdown in Germany, a sudden increase was registered 
in 1977 and this prcfoably represents the smoking balance to match the drop in 
1977 cigarette consumption attributed to the tax increase which was applied cn 
January 1, 1977. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhil0000 
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4. Per capita consumption 

Using recent census figures and average 1972/1976 consumption data 
from the above tables, per capita consumption of the three product classes 
is shown in table 2. 

Table 2. PER CAPITA CO N SUMPTION OP TOBACCO PRODUCTS - ANNUAL AVERAGE 1972-197 6 


; country 

Population 1) 

Cigarettes 

Cigars/Cigarillos 


Tobacco 


people 
x 10 6 

ref. 

year 

average/pieces 2) 

1972/76 i 9 per cap. 
pcs xlCT /year 

average 

1972/76 g 
pcs xl0 r 

pieces 
per cap. 
/year ' 

% of n° 
of cigs 

averaged 
1972/76 
te xlO^ 

per cap, 
g/year 

■ 

% N* of g 
per cigs 

Belgium 

9.6 

1970 

19.7 

2 050 

1.1 

; 115 

5.6 

4.8 

500 

24 

Netherl. 

; 13.8 

1976 

23.6 

1 710 

1.2 

87 

5. 1 

12.9 

935 

55 

Germany 

61.4 

1976 

126.2 

2 060 

2.7 

44 

2.1 

7.8 

130 

6.3 

France 

52.9 

1975 

79.7 

1 510 

1.4 

26 

1.7 

10.7 

200 

13 

Italy 

56.0 

1975 

85.1 

1 520 

0.2 

4 

0.2 

2.2 

40 

I 2.6 

1 

IKK. 

55.5 

| 1971 

132.3 

2 380 

1.7 

31 

1.3 

11.8 

210 

8.8 

Ireland 

2.98 

i 

1971 

| 7.2 

2 420 

0.1 

34 

1.4 

1 

0.5 

170 

7.0 

Denmark 

5.1 

1971 

7.8 

1 530 

0.9 

176 

11.5 ! 

i 

2.8 

550 

36 


1) Source : Eurostat 

Basic statistics of the Corrmuni'ty 


2) One -packet of 20 cigarettes per day 
equals 7 300 per year. 


Ranking orders are by country: 

Number of cigarettes per capita per year ElR-UK-D-B-NL-DK-I-F 

Number of cigars/cigarillos per capita, per year: DK-B-NL-D-EIP-UK-F-I 
Nunber of grammes of tobacco per capita per year: NL-DK-B-UK-F-EIR-D-I 

and are self-explanatory. 


In a world context, comparable figures (1) for 1973 annual per capita 
ccnsunption are: 


USA 

3 850 

Brazil 

1 490 

Japan 

3 240' 

India 

170 

Australia 

3 080 

Malawi 

200 


Cl) "Tobacco consumption in various countries” 

Ed.: P.N. Lee - Tobacco Research Council - London 1975 - 4th ec. 

Source: https://www.industrydocuments.ucsf.edu/do cs/yhjlOOO O 
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A more detailed analysis of cigarette consumption during the years 
1972 to 1977 is given in table 2a. 


Table 2a. PER CAPITA CONSUMPTION OF CIGARETTES: 1972-1977 


Country 


Belgium' / 
Luxenburg 


Cigarettes 

per 

year 


pieces x 10 j 19.2 j 20.2 v i 20.2 j 20.6 



Population' x 10 ;j 
per capita ! 


-4- 9.74 


2070 | 2070 


2030 j 1990' ! 1950 t 


pieces x 10 9 ' [ 21.7 23.4 

Netherlands Populaticn x 10° i-13.44 


per capita 


22.5 
13.77 4 


26.9 j 


Germany 


France 


Italy Population x 10'' 

per capita 

" r~9~ 

pieces x 10 , 

United Kingdom Populaticn x 10 fc 
per capita 


pieces x 10 9 , 126.5 125.5 128.0 ! 126.2 129.: 

Population x 10 -61.97 j-I-*- 61.5: 

per capita 2040 2030 2070 j 2050 | 2100 


pieces x 10 ’ 72.1 75.4 80.5 

Populaticn x 10°-— 52.13- 

per capita 1 1380 1450 1540 

pieoes x 10 9 . 74.2 80.2 87.5 

Population x 10° - 54.90 - 

per capita 1350 1460 1590 


126.2 129.1 ! 116.1 j 

-i_ 61.53 j-j 

2050 J 2100 j 1890 I 

84.8 | 83.9 86.4 ! 

-1- 52.89 --I 

1600 _j_1590^ >: 1630 • 

89.2 | 89.7 j 90.3 ! 


130.5 137.4 

- 56.02 

2330 2450 


Ireland 


Denmark 


EEC - 9 


2330 

pieces x 10^ | 6.4 6.8 

Population x 10° -— 3.05 

per capita ; 2100 2230 

__ ■ 

: pieces x 10 7.0 7.6 

Population x 10° -5.02 

per capita 1390 1510 


87.5 89.2 89.7] 90.3 

- -^ 56 . 17 b - 

1590 j 1590 1600 | 1610 

137.0 j 132.6 130.6 \ 125.9 

2450 j 2370 T 2330 I 2250 

7.4 
2430 


6.8 
• 3.05 
2230 


7.5 7.5 ! 

2370 2370 \ 


per capita 

---———-- 

Ranking order (by average)' 


cpulation x 10°!-1 256.63 -i - 

■rvciv- zianifn I 1 7QA ! 1 OCA I T A 1 n li mi A 


6.8 j 

8.8 

9*4 

c a “7 ; 

j _ 

1350 j 

1740 

1650 | 

j 1850 

490.8 

493.6 

492.9 

otro 7ft 

482.1 

1910 | 

1910 

4JC./o 

1900 

CO 

LO 

00 


1950 I r 


UK 

UK 

UK— 

EIR 

n 

EUR 

EIR-' 1 

B 


(EEC) 

(EEC) 

(EEC). 

NL 

NL 

NL 

UK 

3r ^ 

_ 

I*, 

t - ■ f 

V LK 


-UK-EIR 


NL-DK-.. 


EIR EIR 

UK UK 

K/i. • IS: 

(EF.C).., /D 

DK / '(EEC)-DK; : 

| i 


(1) The figures for 1972/73/74 are for Belgium;- those for 1975/76/77 are for 
Belgium and Luxembourg 

(2) The -population figures are for mid-1973 cerdmid-1976 resoecxively. They-are 

applied to th$ next year on. either side. . x ‘ . ..." _ ■ 

Source:rittps://www.incruslrydocuments.ucsf.edu/docs/yhil0000 
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The ranking order which follows table 2a shews the United Kingdom' and 
Ireland as having the hipest per capita consumption', while Prance and Italy 
are at the lower end of the scale with about 65% of the highest per capita con¬ 
sumption'. 

5 • The growth of filte r -tipped cigarettes 


There were tipped 1 cigarettes on the market in the 19th century, but 
up to World War II sales were extremely lew and the cigarettes regarded as a 
speciality. Introduced in the USA in 1952, filter tips accounted for only 1.4% 
of all cigarettes produced, but by the early 1960s this had risen to over 50%. 

In the United Kingdom only 1.5% of all cigarettes sold in 1959 were tipped, but 
their share had increased to 52% by 1965, largely because the tax system' -then in 
force in the UK was based on the weight of the tobacco contained in the cigarette . 


In recent years, growth has been steady throughout the EEC, although 
the situation varies from country to country, as shown in table 3. - 


Table 3. GROWTH OF FILTER-TIPPED CIGARETTES IN THE EEC 


. 


Percentage 

tipped cigarettes sold 


Mean growth ! 

Country 

1965 

1970 

1971 


■M 

r 

1974 

1975 

1976 

% per year 
1970 - 75 

Belgium + 

Lux, after 1 75 

50.0 

61.8 

64.0 

66.9 

68.0 

72.2 

75.1 

77.2 

2.63 

Netherlands 

19.5 

37.0 

40.3 

43.7 

46.8 

49.0 

50.9 

54.0 

2.27 

Germany 

81.6 

84.2 

84.8 

85.1 

85.2 

84.8 

86.0 

86.4 

0.31 

France 

24.0 

38.3 

42.4 

46.6 

! 50.9 

53.8 

56.7 

58.9 

3.50 

Italy 

39.6 

60.0 

66.8 

71.8 

80 . li 

87.5 

84.3 

85.0 

4.49 

United K. 

53.0 

78.3 

79.8 

81.7 

83.0 

84,5 

86.6 

88.1 

1.64' 

Ireland 

35.0 

66.7 

71.0 

74.2 

78.0 

! 80.1 

81.0 

81.3 

2.49i 

Denmark 

39.1 

47.8 

48.3 

49.5 

51.9 

52.6 

! 53.5 

56.6 

1.43 


Source : FEDETAB, quoting, "Maxuell International Estimates” 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 

r«H*' ~mm m< iwyg w 5 - « -. 
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So far, saturation has not been readied in any country, but it would 
be reasonable to suggest that if this occurs at, or around, 90%, then the United 
Kingdom, Germany, Italy and Ireland are approaching this condition. The ranking 
orders for the penetration of filter-tip cigarettes into the market in 1970 and 
1975 shew Germany and the United Kingdom' retaining the lead and exchanging 
places, while the highest growth rate has been in Italy. 

Order of penetration 1970 - D-UK-EIR-B-I-DK-F-NL 

Order of penetration 1975 - UK-D-I-EIR-B-F-DK-NL (in descending order). 


6. National^r etail s ales values 


For 1975, the retail value of tobacco consumed in the EEC Member 
States can be compared with total private consumer spending for that year, 
expressed in European units of acoount (EUA) Cl ), as shown in table 4. 

Table 4. R ETAI L VALU E OF T OBACCO PURCHASES COMPARED WITH PRIWIE^ 
CONSUMER SPENDIN G - 1975 


■ -“1 

1 

B I 

i 

NL 

D | F 

J 

n 

UK 

Eir i 

DK T Total " 

! E c 

Retail value of tobacco 

BF 

Dfl 

DM 

FF 

Lit 

UK& 

~ 

Kr 


products sold. National 

00 

in 

CM 

2.81 

15.91 

9.69 

1692 

CM 

0.14 

4.29 

- 

currencies x 10^- 1) 




! 

: 



j 



Retail value of tobacco 










products sold. 

0.64 

1.01 

5.96 

1.73 

1.71 

4.15 

0.21 

0.66 

16.07 

Eua x 10^ 





j 

• 

1 

j 

1 



Private consumption 





j 


i 



expenditure 2) 

28.0 

35.3 

494 . 9 (157.9 

88 .3 

105 .8 

4.0 1 

15.6 

629.8 

EUA x 10 9 


1 

1 


: 

j 

; 

i 

I 


i ! 



Tobacco expenditure 


| 

1 



I i 

1 ! 


i ! 



as % of total 

2.29 

2.86 

3.06 

1.10 

1.94? 3.92 

| 5.25; 

4.23 

j 2.55 

.— ■■■ -- j 

i: — 

A. 



_ 

!_^__ 

i _j 

i __ 



So urces : 1) FEDETAB 
2) Eurostat 


Consumers in Ireland, Denmark and the UK spend the most on smoking, 
with France and Italy at the other end of the scale. However, these figures, 
viiile consistent with the per capita consumption levels shown under point 4 
above, are not wholly comparable because the retail values of cigarettes con¬ 
tain different fiscal components (see chapter 6)'. 


(1) see Annex 1 
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7. Market share s 


Outside France and Italy, where State tcbacco monopolies exist, the 
European market is largely held by the international tobacco companies. Before 
considering their shares in the market and the profile of each national market, 
it is useful to give a brief description of the companies themselves (T). 

a) R-J. Reynolds Indu stries I nc. U SA, headquartered in Winston-Salem, North 

Carolina, has five major business interests: tcfoacco, maritime containerized 

transport, petroleum, aluminium and foodstuffs. Of these, tobacco is the 

6 

largest and accounts for 69% of the 4,5 x 10 dollar group sales and revenues 
in 1975. Wholly-owned subsidiaries concerned with the European market are: 

- R. J. Reynolds (Europe) - EEC and EFTA 

- R. J. Reynolds GnbH - Germany (Hans Neuerburg). 


b) British-Ameri can To bacco Company (BAT) . UK-based> was set up in 1902 as the 
result of an agreement between American Tobacco CD. (ATC) and Imperial 
Tobacco Co. (TTC). The equity capital was initially divided as follows: 

1/3 ITC to 2/3 ATC. Both parties to the agreement have since disposed of 
their equity interests. The agreement originally stipulated that the com¬ 
pany would 1 not operate in either the UK or the US market, although it is 
now active in both. It is the world's leading tobacco company with a total 
turnover of 6.68 billion dollars in 1978, of which 4.47 billion dollars was 
accounted for by the tcbacoo division. In addition to tobacoo (56% of group 
turnover), BAT also has major business groups in the paper, cosmetic, retail 
and other sectors. Wholly-owned subsidiaries concerned with the EEC market 
in tcbacco products are: 

- BAT (UK and Export) Ltd, Woking, UK 

- BAT Cigaretterr-Fabriken GrrbH, Hanburg, Germany 

- BAT Benelux SA - Ets. Odon Warland, Brussels, Belgium 

- BAT' (Nederland) BV, Amsterdam, the Netherlands 

- Henri Wintermans Sigarenfabrieken BV, Eersel, the Netherlands 

- Velasquez Sigarenfabrieken NV, Geel, Belgium.. 

c) Imperial Group Ltd is the sixth largest industrial company in the United 
Kingdom. Until recently, it held 30% of RAT stock, but this holding has 
no; been totally disposed of. The imperial Group's total sales in 1976 


(1) "Marketing and Distribution of Tobacoo" — UNCTAD report TD/B/Cf. 1/205 

(UN publication sales no. E. 7's.II.S. 14) - Geneva - Sept. 78 

_ i ,, . . r i / i .rr* 
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were around 3 : x 10 pounds or about 4% of total consumer spending in the 
UK. In 1 addition to the tobacco division, which contributed 56% of total 
turnover in 1976, there are the food and brewery divisions, paper, board, 
packaging and plastics divisions and a distributive trade division. 

d) Philip Morris Inc. Philip Morris International is the second largest of 
the group's five operating units. It sells more than 175 brands of tcbacco' 
products in 160 countries and accounts for about 5% of world cigarette sales 
outside the USA. This is achieved by manufacturing: units in 19 countries 
and distribution in 150 countries. Wholly-owned subsidiaries within the EEC 
are: 

- P.M. GrttoH - Germany 

- Godfrey Phillips - United Kingdom 

- P.M. Holland - the Netherlands. 

e) Rothmans-Peirbran d t Group . The holding cxmpany, Rembrandt Group Ltd. is 
based in South Africa and has a 75% shark in Rothmans International Ltd., 
which was set up via the merger of Rothmans and Carreras in 1972. Sales 

9 

within the EEC accounted for 82% of group tobacco sales of 1.2 x 10 pounds St. 
in 1976. Wholly-owned subsidiaries within the EEC are: 

- Rothmans Export, UK 

- Carreras Rothmans, UK 

- Martin' Brinkman - Germany 

- Turmac - the Netherlands 

- Schirrmelpenninck - the Netherlands. 

The groups owns a 51% share in Alfred Dunhill in the UK and Martin Brinkman' 
has a 60% stake in Tabacof ina in Belgium^ 

f) American Brands Inc, is the smoking division of the American Tobacco Company. 
It controls 15% of the US cigarette market and through American Tobacco In¬ 
ternational Corporation USA owns 100% of Gallaher Ltd. in the UK, which was 
ocnpletely taken over in. 1975 . Group operations within the EEC are coordi¬ 
nated through wholly-owned subsidiaries of Gallaher Ltd. These are: 

- Benson & Hedges UK 

- Peter Jackson UK 

- Theodorus Niemeyer Holland 

- Senior Service UK 

- Gallaher International UK 

- Gallaher Netherlands 


2034959806 
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- Erik Stokkebye Denmark 

- GaUaher (Dublin) Ltd., and 
99.8% Ritmeester Netherlands. 

g) Reemstma C igaret tenfabriken QtbH . This German company with headquarters in 

Hamburg concentrates chiefly on the Gemian market, but its international 

9 

division sold about 15.7 cigarettes ini 1978. The second branch of the 
group comprises breweries in Germany. Subsidiaries are: 

- Badische Tabakmanufactur - Germany 

- Cinta - Belgium. 

h) Ma rket shares - national and international tobacco companies . • 

Complete and cbjective data are difficult to obtain for the whole of the 
EEC for a fixed point in time. Available data have been collected from the 
METRA (1) and UNCTAD (2) reports for 1975 and these are shewn in table 5 
belcw, which must be interpreted with due caution. The picture has since 
changed in all countries. More recent data may be obtained by referring to 
the copyright data compiled by Maxwell ( 3 ). 

8 . Notes on individual EEC national marketsinJL975 (4) 

(NB: Since 1975 the market shares of companies in the EEC Member States have 
changed, not dramatically, but in certain cases significantly. Publicly avail¬ 
able data do not cover the years after 1975, but the following notes nevertheless 
provide insight in general market patterns.) 

a) Belgium 


46% - Tabacofina (a subsidiary of Rothman International through Martin Brink- 
man in Germany) is an amalgamation of Van der Elst, who had 31% of the 
1974 cigarette market with "Belga", and Jubile, Laurens and Tabalux. 
Total Tabaoofina market share of 46% in 1975 included other Rothman 
brands. 


(1) ' "Cigarette Tax Harmonization" by METRA I Consulting Group Ltd, London, for 

EEC Commission: N° 2 in Taxation Study Series 1978 

(2) UNCTAD report op.ait.; report p. 7, ref. 6 

(3) Cigarettes - Maxwell International estimates in "World Tobacco", July 
and October 1978 

(4) METRA report, op.cit.; report p. 10, ref. 7 
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TABLE 5 

MARKET SHARES - NATIONAL AND INTERNATIONAL COMPANIES - 1975.. 


Country 


National 

companies 


Rothmans 


BAT 


international Companie 

American | _ .- . 

brands I raillp " 


Companies j Import 

Philip Morris I R. J. Reynolds | others 


Belgium 

Luxemburg 


Netherlands 


Germany 


Cosset 18 % 
Cinta 14 % 
(Reemtsma) 



Monopoly 1) 

(SEITA) 

Brands 


Monopoly 2) 
(AAMS) brands 
64%; others 
(under licence 


Tabaeofina 


% 


Laurens 

and 

Turmac 
54.% 


Brinkmann 
23 % 


United Kingdom 

Imperial 

68 % 

Carreras 

8 % 

. . 

Ireland 

Imperial 

28 % 

P.J. Carrol 
52 % 

Denmark 

- .. 1 

STK 95 % 



Warland 
12 % 


BAT 

Netherlands 
25 % 


Intervessa - 
BAT 26 % 


Niemeyer 
12 % 


Gallaher 
23 % 


Gallaher 
20 % 


Weitab 


PM Holland 
4 % 


Philip Morris 
4 % 



See National 
companies 
about 5 % mfr; 
and imports 


Imports 9 % 


P M imports 10 % 
Others ^Contra¬ 
band) 11 % 



Imports 
5 % 


1) SEITA - Service d 9 Exploitation Industrielle des Tabaos et Allumettes 

2) AAMS - Arrministrazione Autonoma dei Monopoli di Stato 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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18% - Ets. Gosset S.A., the only independent operator, has 18% of the market 
with' "St. Michel", black tobacco and the second' most popular brand 1 of 
cigarette. 

14% - Cinta S.A., owned by Peemtsma (the nurrber one German national company) , 
has 14% of the market with "Baskos" and the manufacture of "Gitanes" 
and "Gauloises" under licence from SEITA. 

12% - Ets. Odon Warland S.A. - BAT Benelux have a 12% market share with 
"Boule d'Or" and "Boule Nationale". 

6% - Wei tab S.A. (P.Mt subsidiary) sell a variety of brands for a 6% market 
share. 

Approximate nunber of brands available: 42. 
b) The Ne therlands 


51% - Laurens and Turmac, both members of Rothman International via Tabaco- 
fina (B) and Martin Brinkmann (D) have about 54% of the cigarette 
market with "Caballero", the leading brand followed 1 by "Peter Stuyve- 
sant", king-size filter. • 

25% - BAT have a 25% market share with "Mantano Plain" and "Gladstone Mild" 
(king-size filter). 

12% - Niemeyer, recently acquired by Gallaher U.K., has a 12% market share 
with "Carrel" andi "Roxy" in king-size filter and plain. 

4% - Philip Morris has about 4% of the market with its international brands 
("Marlboro" and "Runner", a cheap brand) . 

5% There are also several small producers, some imports; a characteristic 
of the Dutch' cigarette market is that about half the market is for 
plain brands . 

Approximate nunber of brands available: 36. 
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36 % - Reemtsma, including its subsidiary "Roth-Handle" have a 36% leading { 

share of the market, selling "ioth-Handle (dark) and "Reval", plain | 

and filter, as well as "Erate 23", "R 6" and "Stuyvesant". ; 

| 

26% - BAT CLgaretten-Fabriken have a 26% market share, with "HB" accounting 1 

for the bulk of their sales. : 

23% - Martin Brinkmann (Rothmans International) has a 23% market share with 
a mild cigarette, "Lord Extra", as its leading brand. 

6% - Hans Neuerburg, cwned by R.J. Reynolds, has an estimated 6% share of I 

the market with a variety of lesser brands, including "Camel". ! 

' ! 

r 

4 % - Philip Morris has recently begun to manufacture in Germany in rhe I 

Munich plant purchased from Reemtsma. Its market share is around 4% 
with "Marlboro" and is steadily increasing. \ 

5% - "Die Kleinindustrie" represents a nunber of small companies and a 

■ i 

small volume of imports from France ("Gauloises", imported by HAT) 
and from Benelux. The Italian monopoly has attempted to introduce 
"Nazionale" on the German market but has not succeeded against estab- : 

lished brands . 

Approximate number of brands available: 215. 


d) France 

The French market is a State monopoly administered by the Service d'Exploita- 
tion Industrielle des Tabacs et des A1 lunettes (SEITA), which reports to the 
Ministry of Economy and Finance. SEITA had a production and distribution 
monopoly until January 1, 1976 when the wholesale distribution and inport 
divisions had to be opened up (see Chapter 3) . 


- The major monopoly products are the three black tobacco cigarette brands: 
. Gauloises - 55% 

. Disque Bleu - 4% in plain and filter, with 82% of the market. 

. Gitanes - 23% 


- "Blonde" cigarettes have steadily increased their market share and in 1975 
represented 18% of total sales. Some of these cigarettes are manufactured! 

Source: https://www.industrydocuments.ucsf.edu/docs/yhilOOOO 



2024959810 












17 


36% - Reemtsma, including its subsidiary "Roth-HSndle" have a 36% leading 
share of the market, selling! "Roth-Handle (dark) and "Reval", plain 
and filter, as well as "Erate 23", "R 6" and "Stuyvesant". 

26% - BAT Cigaretten-Fabriken have a 26% market share, with "HB"' accounting 
for the bulk of their sales. 

23% - Martin Brinkmann (Rothmans International) has a 23% market share with 
a mild cigarette, "lord Extra", as its leading brand 1 . 

6% - Hans Neuerburg, owned by R. J. Reynolds, has an estimated 6% share of 
the market with a variety of lesser brands, including "Camel". 

4% - Philip Morris has recently begun to manufacture in Germany in the 

Munich plant purchased from Reemtsma. Its market share is around 4% 
with "Marlboro" and is steadily increasing. 

5% - "Die Kleinindustrie" represents a number of small companies and a 
small volume of imports from France {"Gauloises", imported by BAT) 
and from Benelux. The Italian monopoly has attempted to introduce 
"Nazionale" on the German market but has not succeeded against estab¬ 
lished brands. 

Approximate nunber of brands available: 215. 
d) France 


The French market is a State monopoly administered by the Service d'Exploita- 
tion Industrielle des Tabacs et des Allumettes (SEITA) , which reports to the 
Ministry of Economy and Finance. SEITA had a production and distribution 
monopoly until January 1, 1976 when the wholesale distribution and import 
divisions had to be opened up (see Chapter 3) . 

- The major monopoly products are the three black tobacco cigarette brands: 

. Gauloises - 55% 

. Disque Bleu - 4% in plain and filter, with 82% of the market. 

. Gitanes - 23% 


- "Blonde" cigarettes have steadily increased their market share and in JS73 
represented 18% of total sales. Some of these cigarettes are manufactured 

Source: https://www.industrvdocuments.ucsf.edu/d ocs/yhjlQQQQ 
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by SEITA ("Rq/ale"), others are produced under licence. 

- Iirported cigarettes accounted for around 9% of the market in 1975 and 
by January 1978 (1) their share exceeded 14%. 

There are about ten groups of brands of cigarette on the market. 

e) Italy 

The production and distribution of tobacco products in-Italy are organised 
and controlled by the State monopoly Amministrazione Autoncma dei bbncpoli 
di State (AAM5), a department of the Ministry of Finance. There has been a 
legal requirement since January 1, 1976 under EEC law that AAMS relax its 
wholesale distribution and import monopoly (see Chapter 3) . 

In 1975, ten brands of cigarette were sold to 74% of the market. The AAMS 
had a 64% share with its own brands (of which the blonde "MS" had 30% and 
"Nazionale", "Stop" and "Alfa" 17%) . Other brands manufactured under licence 
from AAMS accounted for about 15%. These included Philip Mcrris's "Muratti" 
brand. As regards imports, the 1975 level was about 20% with Philip Morris's 
"Marlboro" in the lead with about 10%. 

Total number of brands available: around 25. 

9 

Over and above the officially recorded ocnsuiption of 89 x 10 cigarettes in • 

9 

1975, it appears that at least another 15 x 10 contraband cigarettes were 
distributed. 

f) United Kingdom 

In 1975, the market was supplied almost entirely by three indigenous manu¬ 
facturers: 

68% - Imperial Tobacco Ltd. (Jchn Player Ltd. andW.D. and H.O. Wills), with' 
a 68% market share ini 1975. Brands include "Players", "Qrbassy" and' 
"Woodbines". 

23% - Gallahers Ltd., a subsidiary of American Brands Inc., with 23% of the 


(1) "Voix des Cultures” 


industrvdo cuments.ucsf.edu/docs/vhilQ000 

... j ■ ■_ . 
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by SEITA ("Fcyale") , others are produced under licence. 

- Imported cigarettes acoounted for around 9% of the market in 1975 and 
by January 1978 CD their share exceeded 14%. 

There are about ten groups of brands of cigarette on the market. 

e) Italy 

The production and distribution of tobacco products.in-Italy are organised 
and controlled by the State monopoly Amministrazione Autoncma dei Monqpoli 
di Stato (AAMS), a department of the Ministry of Finance. There has been a 
legal requirement since January 1, 1976 under EEC law that AAMS relax its 
wholesale distribution and import monopoly (see Chapter 3) . 

In 1975, ten brands of cigarette were sold to 74% of the market. The AAMS 
had a 64% share with its own brands (of which the blonde "IB" had 30% and' 
"Nazionale", "Stop" and "Alfa" 17%). Other brands manufactured under licence 
from AAMS acoounted for about 15%. These included Philip Morris's "Murattti" 
brand. As regards imports, the 1975 level was about 20% with Philip Morris’s 
"Marlboro" in the lead with about 10%. 

Total number of brands available: around 25. 

9 

Over and above the officially recorded consumption of 89 x 10 cigarettes in 

9 

1975, it appears that at least another 15 x 10 contraband cigarettes were 
distributed. 

f) Un ite d Kingdom 

In 1975, the market was supplied almost entirely by three indigenous manu¬ 
facturers : 

. 68% - Imperial 1 Tobacco Ltd. (John Player Ltd. and W.D. and H.O. Wills) , with' 
a 68% market share in 1975. Brands include "Players", "Qrbassy" and 
"Woodbines". 

23% - Gallahers Ltd., a subsidiary of American Brands Inc., with' 23% of the 


CD' "Vozx des Cultures’’ 

Source: https://www.industrydocuments.ucsf.edu/d ocs/yhjlQQ QQ 
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market, with brands "Benson and Hedges", "Silk Cut", "Kensitas" and: 
"Sovereign" 1 . 


8% - Carreras Ltd. (RothmanGroup) had an 8% market share with "Rothmans", 
"Piccadilly" and "Dunhill". 

- BAT and Philip Morris have also entered the UK market, both with a 
relatively small market share. 

1% - Inports represented just under 1% of the market in 1975. 

Total nunber of brands available: around 60. 

The high incidence (nearly 90%) of tipped cigarettes has been referred to 
(see under 5) above) and: a radical change in size of cigarette has occurred 
since taxation aimed at EEC fiscal harmonisation has been introduced (see 
Chapter 6). In 1974, most cigarettes sold were smaller in size; by early 
1978, about 50% of the market was for King-size. 

g) Ireland 

Three manufacturers share the market in Ireland: 


52% - P.J. Carroll Ltd. (in which Rothmans International has a 40% share) , 
with 52% of the market ("Carrolls No. 1", "Major Extra Size", "Roth¬ 
mans", "Sweet Afton", etc.). 

28% - Players/Wills Ireland (Inperial) held about 28% of the market ("Players", 
"Richmond", "Woodbines") in 1975. 

20% - Gallaher (Dublin) Ltd., a subsidiary of Gallaher Ltd., U.K., with 
around 20% of the market ("Gold Bond", "Albany" and "Benson and 
Hedges"). 


The Irish market is similar in many ways to the UK market but a noticeable 
difference is a preference for strong tasting cigarettes; it has been 1 sug¬ 
gested that black cigarettes could beocme popular if there were a price in¬ 
centive. The smaller cigarettes never had a substantial market share, and 


weight of tcbacco per cigarette and diameter have always been more important. 




'■mrryry 
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h) Denmark 

There is only one manufacturer, STK (Skandinavisk Tobakskonpagni A/S) in 
vhich BAT has a 30% stake following the rrerger of STK with Nordisk BAT. 

STK has retained a monopoly position vis-a-vis inport oonpetition because 
of a high degree of consumer loyalty to domestic cigarettes which restricts 
the need for inports to only about 5% . The Danish taste does not run to 
black tobacco cigarettes and imports are chiefly of Virginian tobacco. The 
much, slower trend tcwards filter-tipped cigarettes (compared with other EEC 
countries) was noted under 5) above. 

There are about 15 brands available on the market. 

9. The "tar" or condensate_content_of_cigarettes^ 

It is inaccurate to speak of tar from cigarette smoke. A tar is a 
residual product, usually resulting from distillation of more volatile components 
of a mixture, or else tars can be obtained by heating organic products which de¬ 
compose. They are mostly black and have a highly complex structure. 

Conversely, a condensate is a liquid and is the product of condensing 
a vapour. It is a condensate which is obtained in a cigarette filter, which can 
form in the lungs and in the exhaled smoke and which produces the brown stains 
characteristic of much-used smoking roctns. Pipe smokers are also familiar with 
condensate. The composition of condensate from tobacco smoke is complex and 
need not be discussed here. 

Perhaps the word "tar" has became too closely bound up with thoughts on 
cigarette smoking, ie. "tar content", "tar tax", etc. It is an easy word to use. 
Nonetheless, the word "condensate" is more precise in describing one of the phe¬ 
nomena associated with smoking. 


Condensate from' cigarettes 


The trend towards cigarettes with lower condensate.and nicotine contents 
is strong. The industry is very aware of the problem arid companies are trying; to 
reduce the levels (it seems to be possible to breed lcw-nicotine tobacco hybrids). 
The present levels of research expenditure are very high and one of the chief tar¬ 
gets is to standardize rreasurincj methods. All companies compare their own with 
other brands but there are as yet no acceptable international standards. Data 




^^®^^^^r^^cb^BMs':ucsfridu/docs/yhjibOOO 
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are published in EEC countries which are consistent, for each country but the 
methods of measurement and sampling would require standardization for them to 
be used for international ccrnparison. Hence it is not possible to give reliable 
comparative figures for condensate and nicotine levels at this point in time, in 
spite of the data put out by some of the consumer organizations which purport to 
do this. The highly technical work involved requires an intra-industry and 
intergovernmental coordination effort. 


The need for advertising 

New that filter tips in cigarettes have penetrated the market to such 
a great extent (helped, no doubt, by advertising) (see under 5) above) , a strong: 
effort is being made to stimulate the market for "lighter" cigarettes, particu¬ 
larly in' France, Germany andi the UK. This must be done by advertising, the inter¬ 
face between supply and demand, otherwise the consumer would not be aware of, for 
example, the 1978 French monopoly decision to produce lighter cigarettes or know 
that, as a result of industry-government agreement in the UK in 1973, cigarettes 
with, lewer condensate content were being sold. The question of advertising has 
been and is controversial and is discussed in more detail in Chapter 7. 


I 
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CHAPTER 2 


THE MANUFACT URE O F TOBACCO _P_RODUCTS 


1. Manufacture in the EEC 

2. World manufacture 

3. Manufacturing processes 

4. Notional manufacturing costs of tobacco products 

5. The monopolies 

6. European manufacturing plants 

7. Tcbacco products - imports and exports 
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Total conversion of tobacco leaf into product was of the order of 636 x 10' 
tonnes. On this weight basis, cigarettes represented 82%; cigars/cigarillos 7% 
and tobacco 11% of the total. 


In relation to 1977 consumption of 564 x 10 tonnes (see Chapter 1.1) , 
the EEC was a net exporter of manufactured tobacco products. 

In the context of world manufacture (see under 2) be lew), EEC pro¬ 
duction represented: 


Cigarettes: 

Cigars/cigarillos 

Tobacco 

of total world production, 
a) Manufacture in the Member States 


by number 


13.4% 

40.0% 

18.0% by weight 


Production figures for cigarettes, cigars/cigarillos and tcbacco 
during, the period 1972-1977 in the nine EEC Menber States (Luxembourg is in¬ 
cluded with' Belgium - the Belgo-Luxenbourg Economic Union (BLEU) - since 1975), 
compared with figures for 1965 are given in tables 6a, 6b and 6c belcw. 

The two most important cigarette producing countries in the Community, 
the United Kingdom and Germany, rank 5th and 6th respectively at the world level 
behind the US, China, the Soviet Union and Japan, with France in 8th position 
behind Brazil 1 . 


Cl) 1 cigarette1 gi 1 cigar/cigarillo'^Z 4 g 

_Source: https://www.indust locuments.ucsf.edu/d ocs/yhjlQQQQ 
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Table 6a. EEC INDUSTRIAL PRODUCTION OF CIGARETTES 


f Country 


Cigarettes - 

- N° of pieces x 

10 a 


1965 

1972 

1973 

1974 

1975 

1976 

1977 

Belgium + Luxemburg 

15.1 

20.4 

22.9 

25.7 

25.4 

24.9 

25.5 

Netherlands 

16.9 

28.5 

34.3 

34.2 

33.6 

30.5 

CO 

00 

Germany 

100.8 

135.4 

139.2 

143.3 

142.6 . 

148.9 

14Q:.4 

France 

55.2 

71.6 

72.5 

00 

87.4 

86.5 

00 

o 

Italy 

58.8 

66.1 

66.8 

66.4 

67.1. 

73.6 

75.2 

United Kingdom 

126.4 

151.6 

159.4 

169.1 

157.8 

154.5 

152.7 

Ireland 

5.1 

. 5.9 

6.8 

7.2 

7.1 

8.Q 1 

7.2 

Denmark 

6.3 

9.1 

8.6 

8.4 = 

8.6 

9.8 

9.1 

Total EEC 

384.6 

488.6 

510.5 

535.7 

529.6. 

536.7 

525. Q 1 


Sou rce : FEDETAB 


table 6b. EEC INDUSTRIAL PRODUCTION OF CIGARS AND CIGARILLOS 


Country 


Cigars/cigarillos ~ N° of pieces x IQ 9 


1965 


1972 


1973 


1974 


1975 


1976 


1977 


Belgium + Luxemburg 

Netherlands 

Germany 

France 

Italy 

United Kingdom; 

Ireland 

Denmark 

Total EEC 


1.5 

1.9 

3.9 
0.7 
0.4 
0.8 

1.2 

10.4 


1.8 

2.3 

2.9 

0.9 

0.2 

1.0 

1.0 

10.1 


1.9 

2.4 

2.8 

0.8 

0.2 

1.2 

1.0 

10.3 


2.1 

2.5 

2.6 
0.9 
0.2 
1 .3 

1.0 

10.6 


2.3 

2.4 
2.4 
1.1 
0.1 

1.3 

0.9 

10.5 


2.2 

2.4 

2.4 
1 .2 
0.1 

1.5 

0.9 

10.7 


2.2 

2.3 

2.5 

1.2 

0.2 

1.4' 

0.9 

10.4: 


W 

o 

w 


Source : FEDETAB 


Source: https://www.industrvdocuments.ucsf.edu/docs /vhi l000p 
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Table 6c. EEC INDUSTRIAL PRODUCTION OF OTHER TOBACCOS 




Other tobaccos, tonnes x 10 

3 


Country 

1965 

1972 

1973 

1974 

1975 

1976 

1977 

Belgium + Luxemburg 

7.2 

4.8 

4.6 

4.6 

4.6 

4.6 

5.2 

Netherlands 

14.9 

18.5 

20.2 

22.3 

22.3 

23.8 

25.3 

Germany 

8.7 

6.8 

7.0 

6.5 

6.0 

5.8 

8.3 

France 

16.5 

11.6 

10.8 

9.8 

9.3 

8.3 

7.6 

Italy 

4.2 

2.5 

2.2 

2.0 

1.7 

1.7 

1.7 

United Kingdom 

16.8 

14.6 

13.9 

15.3 

13.4 

13.6 

13.4 

Ireland 

0.7 

2.6 

2.7 

3.6 

3.4 

3.8 

3.6 

Denmark 

3.3 

3.3 

3.7 

3.9 

3.5 

3.6 

3.9 

Total EEC 

72.3 

64.7 

65. 1 

68.0 

64.2 

65.2 

69.0 


Source : FEDETAB 


For the other two classes of product, the EEC producers, led by Ger¬ 
many, take second and seventh place behind the US for cigars/cigarillos, and 
the Netherlands (followed by the UK, Prance and Germany) cane second to the US 
for pipe tobacco. 

During the period 1965-1975, cigarette production grew at a rate of 
3.4% annually, which is lower than the world average. Cigar/cigarillo output 
has shewn no significant growth or decrease, whereas tcbacco production has 
fallen by just under 1% annually. 

The most reoent figures concerning cigarette manufacture in Germany 
in 1977 as provided: by the German Statistical Office shew a 5.6% drop to 

Source: https://www.industrydocuments.ucsf.edu/doc s/yhjlOOO O 
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9 

140.4' x 10 pieces and a 52.5% increase in smoking tobacco, reflecting the 

change in consurption patterns described 1 in Chapter 1. In fact, cigarette 

9 

manufacture was back to 151.0 :c 10 pieces in 1978 (see ccrnnents on table la). 

b) Comparison li e tween manufacture anc. consumption 

As indicated at the teginnir.g of this chapter, the EEC is a net exporter 
of tobacco products. Hie difference between, the amount smoked; in 1976 (574 ,000' te) 
and average output in 1975 and 1976 (635,000 te) (allowing for 6 months* stocks)' is 
of the order of 61,000 tonnes. 


In an analysis of this figure by Member State, table 7 eorrpares the 
consunptibn data for 19 "'6 given in Chapter 1 with the manufacturing figures for 
the same year given in Ihis section and shews the individual balances for each 
country and each product:. This; will provide a background to Chapter 3 on distri¬ 
bution which deals with imports and e>ports. 


Table 7. MANUFACTURE AND CCNSIJMPTION OF TOBACCO PRODUCTS IN TIE EEC - 1976 


1 

Country 

Cigarettes 
pieces x .0^ 

i Cigars/cigarillos 
pieces x 10^ 

Tobacco 

connea x 

10 3 




Balance 

“Prod. 

; Cons.* 

! BalancePiwd. 

r ^ 

y Balance 

Belgium + 
Luxemburg 

24 *9 

20.2 

+ 4.7 

; 2.2 

1.2 

* 1.0 

4.6 

5.0 

- 0.4 

Netherlands 

30.5 

22.5 

+ 8.0 

ll 2:.4 

1.2 

! + 1.2 

23.8 

14,9 

■+ 8.8 

Germany 

149.0 

129.1 

+ 19.9 

2.5 

2.4 

+ 0.1 

5.7 

6.3 

- 0.6 

«: France 

86.5 

83.9 

+ 2.6 

1.2 

1.7 

- 0.5 

8.3 

9,4 

- 1.1 

. Italy 

73.6 

89.7 

- 16.1 

0.1 

0.2 

- 0.1 

1.7 

i.9 

- 0.2 

United Kingdom' 

156.5 

130.6 

+ 25.9 

; i.4 i 

i 

i A 

\ 

-0.3 

' 13.4 

11.7 

+ 1.7 

Ireland; 

% 

s 

|i 8.0 

: 7.5 j 

i: , 

+ 0.5 

-! 

i 

1: 1 

f **• 

-0.1 

3 c 8 

0.5 

t- 3.3 

3 

Denmark j 

. ... .___ . f 

i’ 

j 9.8 

9.4; 

+ 0.4 

1 

0.9 | 

o.d 

0. 1 

... 1 

' 3.6 

ji 3.1 

+ 0,5 

Overall Balance 1 

i 

pcs 

te : 

x 10 9 
c 103 

1+ 45.9 j 
+ 45 j 

pcs 

te 

X 10 9 
x 10 3 

[ + 1.3 i 
1 +5.2; 

te 

x 10-^ 

■« 12.0 
























Table 8. SOME FIGURES SHOWING RELATIVE: QUANTITIES OF CIGARS AND CIGARILLOS ; 

TOBACCO FOR PIPE, PINCHING AND CHEWING PRODUCED AND SOLD IN THE EEC , 
1976/1977 


Country 

Year 

Category 

Cigars 

Cigarillos 

Tobacco 


pinch I 

chew 1 

pcsxlO^ 

pcs x 10 ^ 

te x 10^ 

te 

te 

Belgium + 

19 76 

Production 

0.7 

1.5 

4.6 



Luxemburg 

1977 

n 

0.7 

1.5 

5.2 

- 

- 

Netherlands 

1976 

tt 

total 

2.4 

23.8 


- 


1976 

i » 

total 

: 2.4 

5.7 

_ 


Germany 

1977 

t« 

total 

; 2.5 

5.8 

- 

- 

France 

1976 

Production 

0.8 

0.4 

8.1 

76 

132 


1976 

sales 

1.4 

0.3 

8.7 

"other products" 691 


1977 

Production 

0.8 

0.3 

7.4 

70 

131 


1977 

sales 

1.6 

0 . 3 

8.3 

"other products" 671 

Italy 

1976 

Production 

0.1 

0.03 

1-6 

126 

- 


1976 

sales 

O.li 

0.1 

; u 

123 

- 


1977 

Production 

0.1 

0.04 

1,5 

151 

- 


1977 

sales 

i 

0.1 

0.1 

1.5 

ill 

- 

United Kingdom 

! 1976 

t sales 

1.6 

0.1 

11.5 

136 



1977 

J sales 

1.6 

i 

0.1 

11.5 

136 

- 

Ireland 

1976 

V 

Production 


— 

3.8 

10 

- 


1977 

Production 

~ 1 

- 

3.6 

9 

- 

Denmark 

1976 

Production 

total 

: 0,9 

3.3 

224 

91 


1976 

sales 

1 not given 

2.8 

223 

90 


1977 

Production 

total 

: 0.9 

3.6 

217 

89 


1977 

sales 

0.7 

0.2 

3.2 

215 

85 


Source : FEDETAB 


Notes relevant to table 8 , 

- Belgium : twice as many cigarillos as cigars are manufactured; no pinch 

or chewing , tobacco used or manufactured . 

- Netherlands : no figures for cigarillos and pinch or chewing tobacco vised 

or manufactured . 

- Germany : same as Netherlands 

- France : Thrice as many cigars as cigarillos manufactured but imported 

cigars required . Both pinch and chewing tobacco manufactured . 

- Italy : cigars and cigarillos sold in equal quantities but a manufacturing 

shortfall on cigarillos . Pinch only; no chewing tobacco . 

- U.K. : cigarillos sales 6 % of cigars; pinch only> no chewing tobacco ♦ 

- Ireland : no cigar or cigarillo manufacture; pinch only ^ no chewing tobacco. 

- Denmark : no figures for cigarillos. The highest consumer of pinch and' 

significant quantities of chewing tobacco* 

Source: https://www.industrydocumerits.ucsf.edu/docs/yhjIOOOO 
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The positive balances for each class of product, converted into weights, 
result in a positive balance of around 62,000 tonnes, which tallies with the dif¬ 
ference obtained on the basis of gross totals for 1976 as shown above. 

On the assumption, that a surplus of production over consumption is ex¬ 
ported and vice versa, the following comments are in order: 

- With regard to cigarettes, the significant exporters are the UK, Germany and 
the Netherlands. 

- Belgium and the Netherlands are significant exporters of cigars and cigarillos. 

- The Netherlands and Ireland are shown as having significant exports of tobacco. 
However, there is probably sane double counting here since Ireland imports a 
large proportion of its tobacco in the form of semi-manufactures from the 
Netherlands, while a substantial proportion of Irish smoking tobacco is exported 
back to the Netherlands. 

- The smaller surpluses and deficits in the other countries can be balanced by 
stocks to allow for annual changes, and by adjustments on the inport/export 
front. The import/export situation for tobacco products is discussed at tile 
end of this chapter. 



The above figures deal only with the three main groups: cigarettes, 
cigars/cigarillos and tobacco for smoking, including tobacco for pinching (snuff) 
and chewing. Recent figures published by FEDETAB enable a more detailed break¬ 
down to be made of the latter two for sorre countries, shewing the relative number 
of cigars and cigarillos manufactured and' sold as compared with the quantity of 
powdered tobacco for pinching (French: "3 priser"; English: "snuff”) and chewing 
(see table 8 on page 28). 

2. World man ufacture 

World production of tobacco products - cigarettes, cigars/cigarillos andi 
pipe, snuff and plug (for chewing)' tobacco - during the period 1975-1977 is can- 
pared with the relevant figures for 1965 in table 9. 

Source: https://www.industrydocuments.ucsf.edu/docs/y hjlOOO O 
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Table 9. TOBACCO PRODUCTS - IPTODUCTIQN 1965 - 1977 


j Year 

cigarettes „ 
pieces x ICr 

cigars/cigarillos 
pieces x 10 a 

tobacco 3 |L 

tonnes x lGr \ 

t 

1965 

2 714 

29 

485 ]' 

1975 

l 3 940 

t: 

27 

370 

1976 

4 051 

26 

360 

1977 

| 4 126 (est.) 

25 

380 


FEDETABj quoting US Department of Agriculture 


°n the basis of the conversion figures used under la) above, these 
figures give an estimated total weight of tobacco of 4.52 million tonnes in 1976. 
and 4.42 million tonnes in 1975. Compared to world production of leaf tobacco, 
and bearing in mind that several years of conditioning: are necessary before manu¬ 
facture, the 1976 figure tallies with the 1971/1972 volume of leaf output (4.5 
million tonnes) . 


On a weight basis, cigarettes make up over 90% of total manufactured 
tobacco products. World cigarette output has increased steadily over the years. 
Fran 1965 to 1975, world growth was 3.8% a year and the 1976 increase over 1975 
v/as 3.0%. In contrast, cigars and cigarillos have shown a gradual annual decrease 
of 0.7% and pipe tcbacco has fallen at an annual rate of 2.7%. since 1965 until 
1976. The 1977 figure for pipe tcbacco output was 6% up on that of the previous 
year. 


3. The manufact uring processes 


a) Cigarettes 


Baled ; leaf must be raised to the correct moisture content to enable 
mid-rib removal without powdering. In the United States, leaf tcbacco frcm the 
plantation may have had the mid-ribs removed by a storming machine before baling, 
ie. green stemming. The cured, dried, baled leaf tcbacco is usually aged for up 
to three years. 


Leaf tobaccos are then blended: in revolving drums in which the moisture 
content is adjusted: by moist and dry heat and the blend is then bulked prior to 
cutting. 
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Cutting is cfone by means of self-sharpening rotary blade machines and 
the fin el y shredded tobacco blend (about 1 millimetre)' is stored for several 
days before it is made into cigarettes. 

The highest capacity cigarette-making machines can produce up to 
50Q0 pieces/minute. Paper, with printed brand insignia, is fed from bobbins 
into a trough where the shredded tcbacco - "rag" - is sucked onto the paper. 
Control of tobacco quantity controls cigarette density and the process continues 
to roll, fold : and gun the product into a continuous tube. This is then cut up 
into cigarette-length pieces with a revolving knife. For filter tips, double 
length filters are incorporated at correct intervals and subsequently cut into 
half. 


The cigarettes are automatically counted and then wrapped in paper, 
foil and cellophane to make packs of 20 or 25. For cartons, the cigarettes 
are again counted, wrapped in foil and tissue and placed on a cardboard slide 
which is then inserted; into the cardboard hull. The hinged-lid or "flip-top" 
pack is also popular (1) and in seme EEC Countries even constitutes the usual . 
form of packaging. 

b) Machine capacities 

By 1900, the cigarette-making machine patented in 1880 by James 
Bonsack, which had a 200 pieces/minute capacity, had been improved to produce 
500 pieces/minute. Molins (a joint 50/50 BAT and Imperial company) has con¬ 
tinuously improved the Bonsack process since 1927 and by 1976 the Mclins Mark IX 
machine was able to produce up to 5000 pieces/minute. 

Cigarette manufacture has become a capital-intensive process. Figures 
available for the United States shew that in 1972, capital invested per employee 
was 98,000 dollars and 108,300 dollars per productive worker. These figures in 
fact care second; only to the oil industry (production, transport and refining)' 
and are mere than twice the average for the manufacturing industry overall. 

Fblins technology as well as that of American Machines and Foundry, 
Hauni and other machine producers, are marketed globally (2). 


(1) Encyclopaedia. Brittaniea 

(2) UNCTAD op.ait., rsf. 6, p. 7 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjl0000 
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c) Cigars 


Hie three parts of a cigar are: 

- the filler: the inner core forming body and shape; 

- the binder: the leaf in which the filler is wrapped to form' the bunch; 

- the wrapper: a ribbon of leaf spirally covering the cigar bunch'. 

Wrapper leaf must be strong, elastic, silky in texture and of even 
colour as well as having good flavour and burning properties. It is the most 
expensive leaf of all. 

Correct maturing and blending of leaves is of primary importance. 
AEter softening by moisture and stemming, the three components are brought to 
the handmaker or making machine in the right blend, conditions and proportion 
for the finished cigar. 

The filler for handmaking - by knee and board - is "long"; whole 
sections of leaf longitudinally laid to form the "bunch 11 . For machine-making 
the filler can be "long" or "short", and the leaf pieces may be positioned at 
randan. 


A handmaker can produce about 10Q-150 large cigars a day. Hie 
average machine makes about 12-15 cigars a minute Cl). 

4. Notional manufacturing costs of tobacco products 


It is not possible to give the costs of manufacturing tobacco products 
for the various companies operating in the European Ccmnunity, or elsewhere for 
that matter, since this information falls strictly within the realm of industrial 
secrecy. 



Hcwever, it is possible to calculate, albeit approximately, on the 
basis of available data for cigarettes showing the margin left for manufacturing 
operations - conversion of narf leaf into packaged product - by taking national 
retail values and subtracting total tax imposition, an allowance for distribution 
and the cost of the tctoacco. 



Cl) Encyclopaedia Britannioa si 

Source: https://www.industrydocuments.ucsf.edu/do cs/y hjlOOOO f 
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The relevant figures are shewn in table 10. Hie average retail prices 
for 1977 are given ini national currencies and in European units of account jer 
1000. The figures shaving total tax incidence (excise and VAT) are also averages 
since in several cases these have changed: in the course of the year in another 
step towards harmonisation (see chapter 6); an average 10-12% of retail price has 
been assured for distribution' margins, and raw tobacco has been charged 1 at the 
equivalent of 100 BFAg- 

■ This clearly approximate estimate of manufacturing margins is interesting: 
in that it shews equivalent levels in Belgium, the Netherlands, Germany, the UK and : 
Denmark. In the two monopoly countries. Prance and Italy, the level is significant¬ 
ly lower and national subsidies may be a hidden element in this analysis. Ireland 
appears to have the best margin and it may be more profitable to manufacture -there, 
mainly because of the lower Irish excise tax rates. However, the quantities liable 
to benefit from this advantage are limited by the volume of Irish consumption (see 
Luxembourg and Switzerland, where the same applies). 


A comparable, but less comprehensive analysis for 1975 is given in the 
UNCTAD report (ref. 6, p. 7). 

5. The monopolies 


Since the inception of the European Community, two national tobacco 
monopolies have been caught by EEC rules on the elimination of quantitative res¬ 
trictions between Member States: the French SEITA (Service d'Exploitation indus- 
trielle des Tabacs et das Allumsttes) and the Italian AAM3 (Armrinistrazione 
Autonoma dei Monopoli di Stato), the latter being a department of the Minist ry 
of Finance. 


Article 37 of the EEC Treaty establishing the European Economic Gcrtv- 
munity (1) obliged France and Italy to ''adjust" these monopolies before the end 
of the transitional period for completion of the common market, ie. by January 1, 
1970. The purpose of such an "adjustment" was not to abolish' all the exclusive 
rights held by these monopolies but merely those which lead to discrimination 
against nationals of other Member States as regards imports and the marketing of 
their goods. Moreover, by no means were these rules on" the adjustment of mono¬ 
polies aimed at affecting the existence of these monopolies as such. 


(1) see p. 42 


Source: https://www.industrvdocuments.ucsf.edu/doc s/vhilOOOO 

















Table 1G. CIGARETTE MANUFACTURE - THE APPROXIMATE MANUFACTURING MARGIN (1977 


i. 

‘z 


Country 

1977 average 
retail price 
per pack (nat 
currency) 

retail price 
per 1000 
nat. currency 

retail price 
per 1000 
EUA (A) 

nat. currency 
per EUA . 

1977 

Tax 

Excise + VAT 
%of ret.price 

Tax 

EUA (B) 

distribution 
costs 11% of 
retail EUA 
(C) 

Tobacco 

value 

EUA (D) 

manuract. 
margins EUA 
(E=A-(B+C+D) 

Belgium 

40 BP/25 

1 600 BF 

39.1 

40.9 

68.8 

26.9 

4.3 

2.4 

5.5 

Netherlands 

2.60 Df1/25 

10 4 Df 1 

37.1 

2.8 

66.0 

24.5 

4. 1 

2.4 

6.1 

Germany 

2.70 DM/20 

135 DM 

50.9 

2.65 

71.5 

36.4 

5.6 

2 . 5 / 4 ; 

6.5 

France 

2.00 FF/20 

100 FF 

17.9 

5.6 

72.7 

13.0 

2.0 

2.4 

0.5 

Italy 

450 Lit/20 

22 500 Lit 

22.3 

1 007 

74.4 

16.6 

1 . 8 ( 2 ) 

2.0(4; 

1.9 

United Kingdom 

55 p/20 ' 

27.50 S 

42.3 

0.65 

70 . 0 ( 1 ; 

29.6 

4.6 

2.4 

5.7 

Ireland 

43 p/20 

21.50 6 

33.1 

0,65 

60.Of 1 ) 

19.8 

3.6 

2.4 

7.3 

Denmark 

13.70 Kr/20 

685 Kr 

100.0 

6.85 

87.0 

87.0 

4.7 (3) 

2.4 

5.9 

i 

1 Source : 

FEDETAB 

: 

i 


see annex 1 

FEDETAB 






Notes (1) The U.K. and Ireland were applying an element of duty on raw leaf until 1*1. 78. Hence this value could vary 
according to cigarette size. 

(2) AAMS - the italian monopoly applies an 8 % distribution factor. 

(3) The • danish retail price being so highj a 5 % distribution margin has been allowed. 

(4) Tobacco value : 100 BF/Kg - 98 BF/1 000 cigarettes (slightly higher in Germany > slightly lower in Italy.) 


U) 

u> 
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a) France 

The juridical basis is Ordnance N° 59 - 80 of January 7, 1959 whose 
goal is to reorganize the fiscal monopolies for tobacco and matches (Official 
Journal of the French Republic of 1959, page 594) 1 and Decree N° 61 - 15 of 
January 15> 1961, relating to the organisation of the Service of Industrial 
Exploitation of Tobacco and Matches (Service d'Exploitation Industrielle des 
Tabacs et des Allumettes - SEITA), SEITA presently has exclusive manufacturing, 
import, export and trading rights for manufactured tobacco. This is an infringe¬ 
ment of Art. 37 of the EEC Treaty (for details see below), 

b) Italy 

The juridical basis at present is the Law of July 17, 1942, N° 907 
(Gazzetta Ufficiale N° 199 of August 25, 1942), Art, 45 of the 1942 Law entrusts 
the State monopoly with the exclusive "manufacture, processing, import and export 
of tobacco". Law N° 137 of April 11, 1959 allowed the import of manufactured to¬ 
bacco by subjecting; it to authorization by the monopoly for quantities exceeding 
4 kg. 

♦ The monopoly is exercised by a department of the Ministry of Finance, 

the Amministrazione Autonoma dei Monopoli di Stato (AAMS). 

c) Common features 

At the signing of the Treaty of Rome in 1958, both France and Italy 
had State tebacco monopolies which allowed exclusive manufacture, import and 
export of, and trading in tobacco products. 

With respect to raw tobacco , the various adjustments were implemented 
on April 29, 1970 - the date when the EEC common organization of the raw tobacco 
market entered into force. However, in the field of manufactured tobacco, dis¬ 
crimination continued new forms of discrimination were even introduced long afte 
January 1, 1970. 

This report suggests that reference be made to the relevant paragraphs 
on raw tobacco in Chapter 4 on raw materials. The greater part of those aspects 
of the monopolies which deal with trade in manufactured products are discussed 
in Chapter 3 on distribution since the exclusivity clauses in the French andi 
Italian monopolies are largely applicable to this aspect of business operations. 


2024959830 
















35 


6. European manufacturing plants 


Much as in the case of the actual processes involved, full data on 
the location of plants, their capacities and product range is not available 
and must be regarded as confidential within the trade. 

FEDETAB supplies figures on the nuitber of manufacturers in the Member 
States, as shown in table 11. 

Table 11. NUMBER OF EEC MANUFACTURERS OF TCBACCO PRODUCTS - 1976/1977 


Country 

B/L 

NL D 

F 

I 

UK 

IRE 

DK 

Number of manu¬ 
facturers 

90 

31 148 

1 (20) 

1(22) 

40 

14 

30 

Notes 

(i) 

(ii) 

(iii) 

(iv) 





(l) This figure does not include operatio7is of independent workers. It covers 
only plant where employees pay social security. This includes five firms 
employing . between 500 and 1000 people, and 32- firms with fewer than five 
emp loyees. 

(ii) Employing 10'or more people 
(Hi) Monopoly - 20 factories 

4 

Civ) Monopoly - 22 factories 


However, all these figures must be interpreted taking into account the 
number of major tcbacco companies, the number of cigarettes produced, etc. As 
such', they are neither comparable nor significant. 


7. Tcbacco products - imports and exports 


The European' Community is a net exporter of tobacco products. The 
full import/export picture is shewn in table 12 giving the level of activity 
in each Merrber State with' regard to the three product classes: cigarettes, 
eigars/cigarillos and smoking tcbacco, for three consecutive years (1975, 1976 
and 1977) . Also shown in the table is the total value of this trade in the 
relevant national currencies. (Comparisons can be made, using the values in 
European units of account as given i in Annex 1.) 



This global picture does not shew to what extent there is trade between 
the EEC Member States and the rest of the world. 






I lUUo - 


stry docu men .uc f.edu/docs/yhjlOOOP 
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To test the validity of the equation: 

Production + imports = Consumption + exports (+ stock variations), 
further analysis is necessary. 


Using data provided by FEDETAB Vade-Mecum, matrices have been con¬ 
structed for each of the three product groups with respect to intra-EEC trade. 
By subtracting the values for intra-EEC imports and exports (the same overall 
total) from total imports and exports shewn in table 12, it has been possible 
to find the values for imports froim and exports to the rest of the world. 
These matrices are included in Annex 2 and the principal values are set out, 
together with production and consumption values for 1977 , in table 13. 

(For table 12, see page 36.) 


Table 13. EEC TRADE FLOWS OF TOBACCO PRODUCTS - 1977 


1977 

cigarettes 

cigars / cigarillosj 


" 1,u i 
i 

l 

pieces x 10^ 

% of 
prod. 

pieces x 10 

% of 
prod. 

MB' 

% of 
prod. 

Total EEC production(A) 

525 

- 

10.7 


69.0 

- 

Total imports into EEC 
member countries (B) 

50 

10 

4.2 

39 

22.3 

32 

Intra EEC tradeflow (X) 

45 

9 

4.0 

37 

10.7 

16 

Imports from rest of 
world (B - X) 

5 

1 

0.2 

2 

11.6 

17 

Total EEC consumption 
(C) 

482 

92 

9.6 

1 

90 

60.1 

87 

Total exports from EEC 
member countries CD) 

89 

17 

4.6 

43 

29.2 

42 

Exports to rest of 
world (D - X) 

44 

8 

0.6 

6 

LO 

CD 

fH 

27 


w 


o 

N 

Cd 

C0 

W 

09 


ms 



Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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Table 12. EEC IMPORTS AND EXPORTS OF TOBACCO' PRODUCTS 1975/1977 




Cigarettes 

Cigars/cigaril. 

Tobacco 

Value 

Country 

Year 

pieces 

x 10 9 ' 

pieces 

X 10 9: 

tonnes x 10^ 

Nat. currencies 
x 10 6 



Imports 

Exports 

Imports 

- . 

Exports 

Imports 

Exports 



Belgium/ 

Luxemburg 

1975 

1.97 

9.90 

1.07 

1.56 

1.26 

0.64 

BF 

1 513 

BF 

4 312 

1976 

2.25 

8.19 

11.33 

1.66 

1.55 

0.50 

1 840 

3 982 

1977 

2.56 

9.98 

li. 15 

1.57 

2.05 

0.71 

2 151 

4 426 


19 75 

9.47 

12.99 

1.05 

2.31 

0.48 

9.11 

Dfl 

250 

Dfl 

497 

Netherlands 

1976 

8.37 

10.13 

1.56 

2.77 

0.75 

10.64 

291 

527 


1977 

12.09 

14.74 

1.44 

2.69 

0.65 

11.51 

343 

639 


1975 

1.22 

16.07 

0.22 

0.17 

1.89 

0.90 

DM 

68 

DM 

273 

Germany 

1976 

1.47 

18.22 

0.22 

0.19 

2.72 

0.84 

87 

334 


1977 

1.37 

24.21 

0.2 5 

0.21 

6.82 

1.17 

103 

423 


1975 

7.28 

7.30 

0.52 


0.64 

0.1 

FF 

1.617 

FF 

n.a. 

France 

1976 

8.44 

8.30 

0.62 

- 

0.69 

0.1 

1 922 

n. a. 


. 1977 

11.03: 

7.70 

0.74 

- 

0.79 

0.1 

2 674 

n. a. 


1975 

22.87 

0.63 

0.06 

0.005 

0.27 

0.001 

Lit 

n .a. 

Lit 

n.a. 

Italy 

1976 

18.66 

0.73 

0.06 

0.005 

0.29 

0.001 

n. a. 

n. a. 

• 

* 1977 

20.16 

0.76 

0.04 

0.005 

0.28 

0.003 

n. a. 

n.a. 


1975 

1.62 

25.17 

0.36 

0.02 

5.95 

6.14 ; 

L 

18.9 

h 

105 

United Kingdom 

1976 

1.96 

25.87 

0.40 

0.03 

7.97 

9.69 i 

27.6 

131 


1977 

1.91 

28.72 

0.38 

0.04 

8.66 

11.09 

31.3 

165 


1975 

0.30 

0.88 

0.03 

_ 

3.11 

2.80 

l 

ni» a. 

n.a. 

Ireland 

1976 

0.39 

2.03 

0.08 

- 

3.38 

3.15 

ni. a. 

n.a. 


1977 

0.28 

1.89 

0.08 

- 

2.87 

2.89 

n. a. 

n.a. 


1975 

0.76 

0.94 

0^.04 

j 

0.04 

0.22 

1.04 

Kr ! 

53 

Kr 

104 

Denmark 

1976 

0.74' 

1.14 

0.04 

0.04 

0.20 

1.50 ; 

58 

122 

; 

1977 

0.68 

1.13 

0.05 

0.05 

0.19 

li.78 

59 

149 


a. » not available 
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The conclusion from the figures shewn in table 13 is that intra-EEC 
trade in cigarettes (only 9% of total production) is significant but limited: 
as compared with other goods. Imports and exports are also very lew. For 
cigars/cigarillos, intra-EEC trade is proportionally higher but imports and 
exports to the rest of the world are about the same as intra-Community trade 
(8% of production). Trade in smoking tobacco is more balanced but here again> 
the EEC is largely self-sufficient. 

Assuming some stock movement, the equation: 

A + (B-X)' = C + (D-X) 

is reasonably applied in each product group. 


There is a high degree of self-sufficiency in the EEC, no doubt due 
to the abolition of high customs duties within the Community and to the main¬ 
tenance of very high customs protection vis-a-vis the rest of the world 
(90% on cigarettes, for example). 

a) Rest of the world - EEC imports and exports 
. Imports from t h ird countries 

Cigarettes are imported mainly from the United States and Switzerland. 
Cigars and cigarillos generally cote from Switzerland, Cuba, the Philip¬ 
pines, Brazil and Jamaica. 

Smoking tobacco is imported from the United: states, Norway and Switzerland. 


• Exports to third countrie s 


Cigarettes from: Belg.iumy'Luxembourg to: 


The Netherlands to 


Germany to 

France to 
United Kingdom to 


Reunion, Martinique, former African 
colonies, Hungary; 

Yugoslavia, Switzerland, Martinique, 
Australia; 

Austria, Switzerland, Yugoslavia, 
the Canaries, Japan; 
former African colonies; 

Middle East countries (Saudi Arabia, 


Egypt, Kuwait, Yaren) , Sudan', Hong 


Kong, Singapore, the Canaries, 
Switzerland, Norway, Indonesia, US. 


2024959834 












C igars and cig a rillos 


from: Belgium/Luxerrbourg to: 
the Netherlands to : 

Germany to : 


Portugal, South Africa, Norway; 
Australia, Sweden:, South Africa, Norway, 
Canada, the United States; 

Switzerland and! the United States. 


Smoking tobacco i 


from: The Netherlands to 


Germany to 
United 1 Kingdom to 


Australia, the United States, Surinam, 
Canada, Singapore, South Africa; 
Switzerland; 

the Middle East countries. 


b) France and Italy 

As regards State monopolies of a commercial nature, Common Market 
policy requires that the French and Italian monopolies should by now have es¬ 
tablished freedom of imports and marketing: of tobacco products from the original 
six Member States, and from the three new Member States from 1974 onwards. 

Hence it is interesting to supply some figures which go into greater detail than 
those shown in' table 12 concerning the trend of imports from the early days of 
the Common Market, in spite of the fact that France and' Italy have not maintained 
the former restrictions infringing Art. 37 of the Rome Treaty. 

Table 14 shews the trend of cigarette imports (cigarettes being the 
most important product group) compared with domestic production in France and 
Italy since 1965. 

Table 14'. FRANCE AND 1 ITALY - CIGARETTE IMPORTS COMPARED WITH DOMESTIC PRODUCTION 


Year 


FRANCE 


production 

Cl): 

imports 

CD 

Imports of EEC 
origin (1) 

Imports as 
% of production 

Wmm 

55.2 

2.1 

0.8 

4.0 


69.9 

3.7 

3.6 

5.3 


87.4 

7.3 

7.2 

8.6 


86.5 

8.4 

n. a. 

10.1 


80... 1 

11.0 

10.2 (est.) 

12.8 


ITALY ( 2) 1 


66.7 

2.4 

2.1 

3.6 


66.4 

3.4 

3.3: 

5.1 


67.1 

23.2 

23.2 

34.6 


73.6 

18.7 

18.6 

25.4 


75.2 

20.2 

19.4 (est.) 

: 26.8 


(1) All figures are for N° of pieces x 10^ 

12) Figures for Italy, do not take account of "unofficial imports" i.e. contrabi 
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I. Structure of the distribution system in: the EEC 


There is no homogeneous pattern of distribution of products from' 
factory to consumer across the Member States, although there is a fairly 
clear distinction between the monopoly and non-monopoly countries. 


Table 15 shows the number of wholesalers, specialized retailers and 
retail outlets in the Menfoer States, correlated on the basis of both area and 
population' in each country . 

Table 15, DISTRIBUTION OF TOBACOO PRODUCTS WITHIN THE EEC - 1976/1977 


r* ■— 11 -- ■■■■ 

B + Ii 

NL 

D 

F 

I 

UK 

Eir 

DK 

■ 

Wholesalers 

300 

300 

3 000 

usd: 

600 

1 400 

230; 

110 

Specialised 

retailers 

2 300 

5 600 

10 000 

46 400 

61 000 

43 600 

- 


Total nuiriber of retail 
selling points 

80 000 

45 000 

453 000 
(2) 

47 000 

65 000 

300:000 

(3) 

30 000 
(3) 

9 000 
(3) 

National area 
x 10 3 

30.5 

41.2 

248.6 

544! 

301. 

3 244.1 

70.3 

43.1 

Population x 1Q6 (1976) 

10.2 

13.8 

61.5 

52.9 

56. 

2 56.0 

.... - i 

3.2 

5.1 

Selling points 
per 10 km 1 2 3 

26 

11 

18 

1 

2 

12 

4 

2 

Selling points i 

per 1 000 pop. 

j 

" 8 

' 3 

7 

1 

1 

5 

9 

2 


Source FEDETAB 
Eurostat 

(1) Centres of distribution 

(2) 1975; nunber of vending machines not included : see following text. 

(3) estimated. 
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One difference is the snail nuirber of retail outlets per 10 km and 
per 1000 population in France and Italy compared' with the more numerous retail 
outlets in Belgium, the Netherlands, Germany, the UK and Irelandl The situation 
in Denmark closely resenfoles the French and Italian patterns, but this is not 
necessarily the result of the STK's strong market position in that country. 
Referring back to the per capita consumption figures shown in Table 2 (Chapter 1), 
there is no obvious correlation with per capita consunption and these figures. 

Germany is a special case with a high nuirber of vending machines. 

There are 750,000 of these at present and in 1978, 46% of all cigarettes sold 
came from such machines. 

The specialized retailers (10,000) between them have 30,000 such machines 
The other 720,000 are found in roughly equal numbers in restaurants, canteens, 
hotels, cinemas and department stores on the one hand, and others variously placed 
in the open on. the other. 

The nuirber of vending machines has a considerable effect on the distrib¬ 
ution: figures shewn in table 15, By ebrtbining the 750,000 machines and the 453 

2 

regular retail outlets, the nuirber-of actual selling points rises to 48 per 10 km 
and to 20 per 1000 people. 

The results of this situation are threefold: 

- there is keen: cerrpetition by the different brands of cigarette to obtain a 
place in the limited nunber (10-12) of columns In the vending machines; 

- since no change can be given, special packets have to be prepared with an 
odd nuirber of cigarettes to make up exact 1,2 and 3 EM sizes; 

- despite the higher nuirber of sales outlets available to the German smoker, per 
capita consunption is not higher than elsewhere (see table 2a, Chapter 1) . 

2. The monopolies 


The two monopolies: 

- the French Service d' Exploitation industrielle des Tabacs et Allumettes (SEITA) 

- the Italian Annrinistrazione Autonoma dei Monopoli di Stato (AAMS) •, 

initially aimed at optimizing national income from the tobacco industry and at 

Source: https://www.industrydocuments.u .edu/docs/yhjl0000 
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protecting the domestic tobacco culture from world ccrrpetition. These monopo¬ 
lies were first mentioned in Chapter 2 in connection, with the manufacture of 
tobacco products* .Chapter 3 deals with the exclusivity clauses which have 
affected distribution and sales of these products. 

However, Art. 37 of. the EEC Treaty provides for the progressive 
abolition of discrimination against manufacturers and exporters from other 
Member States. This Article reads as follows: 

tf l. Member States shall progressively adjust any State monopolies of a commercial 
character so as to ensure that when the transitional period has ended no dis¬ 
crimination regarding the conditions under which goods are procured and 
marketed exists between nationals of Member States. 

The provisions of this Article shall apply to any body through which a 
Member State, in law or in fact, either directly or indirectly supervises> 
determines or appreciably influences imports or exports between Member States. 

These provisions shall likewise apply, to monopolies delegated by the State to 
others. 

2. Member States shall refrain from introducing any new measures which is conr- 
trary to the principles laid down in paragraph 1 or which restricts the 
scope of the Articles dealing with the abolition of customs duties and 
quantitative restrictions between Member States . 

i 

3. The timetable for the measures referred to in paragraph 1 shall be harmon- \ 

ised with the abolition of quantitative restrictions on the same products 
provided for in Articles 30 to 34. 

If a product is subject to a State monopoly of a commercial character in only 
one or some Member States, the Commission may authorise the other - Member 
States to apply protective measures until the adjustment provided for in 
paragraph 1 has been effected; the Ccmnission shall determine the conditions 
and details of such measures. 

4. If a State monopoly of a commercial character has rules which are designed 
to make it easier to dispose of agricultural products or obtain for them 
the best return, steps should be taken in applying the rules contained in 
this Article to ensure equivalent safeguards for the employment and standard 
of living of the producers concerned, account being taken of the adjustments 
that will be possible and the specialisation that will be needed wvth vhe 

passage of ^Q^ce: https://www.industrvdoc uments.ucsf.edu /docs/vhjlQQQQ...... 
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5 . The obligations on Member States shall be binding only in so far as they, 
are compatible with existing international agreements . 

6* With effect from the first stage the' Commission shall make recommendations - 
as to the manner in which and the timetable according to which the adjust¬ 
ment provided for in this Article shall be carried out . " 

By January 1, 1970, ie. at the end of the transitional period for the 
original six Merrber States, the French monopoly should, under these provisions,, 
have abolished any discrimination relating to the conditions under which manu¬ 
factured' tobacco from the other original Mentoer States was "procured and marketed". 
As this was not the case, the Commission had to see to it that both the French and 
Italian States coitplied with the Treaty, The procedures open to it are summed up- 
below. 

a) Article 169 of the EEC Treaty as applied to monopolies 

Ini order to ensure the proper functioning and development, of the 
conmon market, the Commission shall ensure that the provisions of the Treaty and 
the measures taken by the Institutions pursuant thereto are applied (Article 155 
of the EEC Treaty) . 

Where the monopolies have not been adjusted and where France and Italy 
therefore infringe the Treaty rules, the Commission must apply Article 169 of 
the Treaty which reads: 

"If the Commission considers that a Member State has failed to fulfil can obliga¬ 
tion under this (EEC) Treaty> it shall deliver a reasoned opinion on the matter 
after giving the State concerned the opportunity to submit its observations. 

If the State concerned does not comply with the opinion within the period laid 
down by the Commission, the latter may. bring the matter before the Court of 
Justice ." 


Where the Commission has reason to suppose an infringement of the 
Treaty , the Commission, according to Article 169 of the EEC Treaty : (a) requests 
the Member State concerned to provide information. If the answer is not satis¬ 
factory and (b) 1 the Commission establishes that the Member State is infringing 
the Treaty, it sends a "reasoned opinion" indicating the measures to be taken to 
eliminate the infringement. If the Member State does, not comply,, (e) the Commis¬ 
sion has the faculty (but not the obligation); to bring the case before the Court, 
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The first two stages are an obligation for the Camission, the third' ... 

a faculty, i 

If a private person or coinpany feels that its interests are impaired 
by an infringement of the Treaty by a Menber State, it may complain to the Com¬ 
mission. 

The Commission lists the complaint in a special register and studies 
the matter. If appropriate it takes measures (a) and, in the case of an infringe- ; 

ment of the Treaty being established (b) , it is listed in a second register. The \ 

Commission is not obliged to submit the matter to the Court (see above) . j 

The Coannission services inform the complainant of their findings. This 
is an obligation resulting not from the Treaty but from internal Commission rules. 
However, this reply to the complainant does not constitute a decision in the sense: . 
of Article 189 of the EEC Treaty, ie, the interested! person or coinpany cannot 
appeal against this Commission statement to the Court in Luxembourg. Consequently, 
no private person can force the Commission to take action against a Menber State* :j 

In order to control the Commission services, the register of complaints: ; 

and the register of established infringements is checked twice a year. Where , 

‘ -r ■ 

necessary, appropriate measures nay be taken by the Commission, ie. the 13 Corn- .; 

missioners as a body. j 

If a Mstber State ocmplains about an infringement of the Treaty by an¬ 
other Member State, the Ccranission applies (a) , (b) and possibly (c) above. How¬ 
ever, if the complaining Member State establishes that the Commission failed to 
deliver its reasoned opinion, it may, according to Article 170 of the EEC Treaty, 
bring the natter before the Court of Justice. 

The only way for a private person or company to obtain a mandatory de¬ 
cision on an infringement of the Treaty is to provoke a formal decision in the 
Member State concerned (eg. a refusal of a monpoly to sell cigarettes to an 
exporter at domestic prices, closing of a retail outlet, etc.), to appeal against 
this decision before the national courts and to request a preliminary ruling of 
the Court in Luxembourg. 


b) Discriminations not eliminated after 1.1_. 70 

The two monopoly countries have not eliminated! discriminations which 
should have been abolished by January 1, 1970. Hence the Commission has enacted 
the procedures under Art. 169 of the EEC Treaty. The Commission made two moves. 

Source: https://w ww. in dustryd ocumerits. ucsf.edu/d 0 cs/yJ 9 jlDQQQ . 
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The first was initiated in 1972 and the second in 1973, the latter being largely 
conditioned by the EEC Court's ruling in the Manghera case. 


c) First round of Commission action 


(i)' The French monopoly: c o mplain ts 


The most important infringements taken up by the Commission were the 

following: 

- Exporters were allowed to introduce new brands in France only once a year, 
whereas French brands could be marketed at ary time; this measures pre¬ 
vented the exporter from freely choosing his launching period and made 
his sales planning and strategy more difficult. 

- All exporters had to pay to SEITA a minimum sum of 6 000 FF which supposedly 
represented the minimum distribution cost of any brand exported to France, 
whatever the volume of sales; this measure discriminated against brands - 
particularly in the case of cigars - exported from other Member States in 
snail quantities and actually resulted in the withdrawal of several dozen 
such brands from the French market because of excessive distribution costs. 

- Exporters had to incur higher distribution costs for their higher-priced 
brands than the French monopoly manufacturer who generally sold lew-priced 
cigarettes. Distribution costs were fixed in relation to the retail 
selling price, and any increase in cigarette taxes led to a corresponding! 
increase in the retail selling price of most imported brands and pushed 
the related distribution costs up still further. The relatively higher 
increase in distribution' revenue from expensive cigarettes constituted a 
competitive disadvantage for foreign brands. 



- Exporters were required to deliver their brands to the central warehouse 
("Magasin General") in Paris.instead of to the regional warehouse of their 
choice, preventing them from choosing; the regions in which they wished to 
market their brands - something which' the French monopoly was free to cb. 
Moreover, exporters had to pay the transport costs from the border to the 
"Magasin General". 

Foilwing correspondence during 1972, the European Cortmission opened 
proceedings against France on February 23, 1973 under Article 169 of the 
EEC Treaty. Proceedings were suspended on December 29, 1973 after the French 
government had largely complied with' the Commission's requirements. Most of 

Source: https://www.industrydocuments.ucsf.edu/doc s/yhilOOO O 
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the above forms of discrimination were, therefore, if not totally abolished, 
at least "adjusted" as follows: 

- Exporters would be allowed to export their brands to France three times a 
year; total freedom for exporters to export their brands at any time was 
rejected by the French authorities, since this freedom would have resulted 
in "serious accounting; problems" for SEITA. 

- As regards the requirement that exporters pay higher distribution costs 
for their brands than the French manufacturer, no solution was found either 
by the EEC authorities or by France as to how this discrimination should 1 be 
eliminated. For example, the fixing of a lump sum for distribution costs, 
as suggested by the EEC Commission in 1967, would have discriminated against 
French brands. Indeed, since these brands are sold in France in much greater 
quantitates than foreign brands, in both cases the French brands would have 
faced relatively higher distribution costs. 

- Exporters would no longer be asked to bear the cost of transporting their 
brands from the French border to the "Magasin General" in Paris; hence the 
old e.i.f. system was replaced by the free-at-frentier system. However, 
foreign brands were still required to transit through the "Magasin General". 
Although it considered this provision to constitute discrimination against 
foreign brands, the Commission did not insist that the French authorities 
abolish this requirement. 

The Commission's decision not to insist on abolition of this provision, 
and not to request the French authorities to remove the time limit for intro¬ 
duction of foreign brands was motivated by the political goodwill shorn by 
the French government ini eliminating the major discriminatory clauses men¬ 
tioned above rather than by considerations concerning the legality of all 
the French measures still in force. 



(ii) Ihe Italian' mon opoly 


On the legal basis referred 1 to in Chapter 2, the AAMS manages the 21 
depots ("dfepositi") in Italy, the main depot being in Bologna, for domesti¬ 
cally manufactured' monopoly products. All imported products must transit 
through Bologna. 

The next stage of distribution involves the wholesale distributors 
('"magazinieri"), of whom there are about 600, These are private individuals 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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bound 1 to the Monopoly by agreement. 

The 60,000' or so specialized retailers ("tabaccaii") are private 
individuals who sell tobacco products on a concession basis. 


(iii) The Italian mo nop oly: complain ts 
First EEC proceedi ngs 

On December 21, 1973, the EEC Commission opened its first infringement 
proceedings under Art. 169 of the EEC Treaty against Italy concerning the 
following major forms of discrimination: 


- The nuirber of new foreign brands allowed into Italy was arbitrarily limited; 

- before admission'of such brands, irrelevant information'was requested from 
foreign' exporters, such as total profit made by them on all markets, or tire 
quantities sold in other countries; the introduction of new brands was in 
practice made very difficult, with long delays before the Italian monopoly 
decided to allow these brands entry; 

- as in> the case of France, foreign brands had to pass through a central 
warehouse (in Bologna) - with the relevant transport costs payable by the 
exporter - before delivery to the regional warehouse; 

- the delivery of foreign brands frcm the central warehouse in Bologna to the 
regional warehouses was made only once a month, whereas delivery of Italian 
brands was made several times a month; 

- the quantity of foreign brands stored in regional warehouses was restricted; 

- foreign'manufacturers were allowed to adjust the delivery prices of their 
brands only once a year; 

- exporters had to pay very high distribution costs for their brands 
(700 Lit/1000 cig.). 


After several months of negotiation between the Italian government and 
the European Commission, several of the above measures were adjusted or abol¬ 
ished. As regards the introduction of new brands and price adjustments, the 
Italian government decided that applications for the introduction of new 
brands and for price adjustments for these brands would be examined three 
times a year and' that the administrative decisions enabling these brands to 
be introduced or the prices changed would! be taken within four months of the 
application being made. Finally, distribution costs were reduced from 700 Lit 

to 500 Lit/ioo^g^ ce: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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Despite all these positive measures taken by the Italian government, 
the European Ccrahssion was unwilling to close the proceedings opened on 
Decertber 21, 1973. Indeed^ it-found, that, as regards the delivery of fo¬ 
reign brands to the central warehouse in Bologna, not all forms of discrim¬ 
ination had been abolished* Exporters were admittedly allowed to deliver 
their brands either to this.central warehouse or, where sea transport was 
involved, to the warehouse in Genoa, without any quantitative restrictions 
being iitposed, but the Commission still found one instance of discrimination 
(as it hadi done earlier in the case of the French monopoly), ie. the trans¬ 
port costs frcm the Italian border to the central warehouse in Bologna were 
(and are) still charged! to the exporters. 

Moreover, this form of discrimination is not the only one still prac¬ 
tised by the Italian government. The EEC Conmission initiated its second! 
infringement proceedings against Italy on December 20, 1974. 

S econd EEC proceedings 

Under the second proceedings, the discriminatory treatment involved 
concerns, on the one hand, the excessively lew retail selling prices for 
foreign brands and, on the other, the excessive delays required! by the 
monopoly before payment is made to the exporters. 

Although the Italian government finally decided at the end of Decenfeer 
1974 to grant an increase in the retail selling prices of imported brands, 
the situation is still not entirely satisfactory to the exporters. In par¬ 
ticular, the premise that the increase in cigarette prices enables exporters 
to meet the additional costs resulting from devaluation of the Italian lira' 
is very theoretical. In practice, the retail selling prices of foreign brands 
must remain! competitive with the corresponding prices fixed by the Italian 
monopoly for its own products, which did not change despite the devaluation. 
Moreover, the retail selling prices of foreign brands must retain sufficiently 
low to discourage smuggling via Switzerland: it was doubtlessly the gradual 
increase in! the exchange value of the Swiss franc which killed the smuggling; 
trade from Switzerland. Furthermore, the increase in retail selling prices cf 
imported cig ars has been found by certain' exporters to be insufficient to en¬ 
able them to'continue to export cigars to Italy. The exporters In question 
would like the Italians to adopt the system formerly used by the French mono¬ 
poly, under which' the retail selling prices would remain unchanged and 1 the 
tax burden would! be reduced, thus enabling an increase in wholesale prices. 


-SourceJiltBS^^^ 
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The period which elapses before imported brands are paid for by the 
Italian monopoly is too long. At the end of December 1974, it was found 
that certain imports of manufactured tobacco into Italy - most of which 
had been imported nine months previously - had not yet been paid for and 
for that reason, several small cigar brands had already had to be withdrawn 
from the Italian market. 

The European Conrnission was successful in obtaining a reduction of 
the delays in question. But other forms of discrimination still persist 
(see below):. 

d) The Manghera case 

The situation underwent considerable change following the EEC Court 
of Justice's ruling in the so-called "Manghera case". 


In 1975, Sr. Manghera and others were accused before the Tribunale 
Civile & Penale of Ccmo of having smuggled cigarettes into Italy in' August 1973 
to evade payment of import duties, infringing the AAMS monopoly. The penalties 
under Italian Lav/ v/ere heavier for the infringement of the monopoly than for 
the customs fraud. 

The case was referred to the EEC Court of Justice by the Cano court 
for a preliminary ruling! as regards interpretation of Article 37 (1) of the EEC 
Treaty and the effect of the EEC Council Resolution of April 1 21, 1970 on "national 
monopolies of a commercial character in manufactured tobacco" - a Resolution 
which' was adopted by the EEC Council of Ministers (1) simultaneously with EEC 
Regulation 127/10 establishing the coitmon organization of the market in raw 
tcbacco. 


The Council resolution required the French and Italian governments to 
undertake all necessary measures for the abolition of discrimination arising out 
of their monopolies and: for the abolition of exclusive rights related to imports 
and marketing, by January 1, 1976. 


(1) OJ N° 50, April 28, 1970 


Source: https://www.indu.strydo^yments.ucj1\§<iy/4^ 
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The EEC Court replied as follows to the questions put by the Coro 
tribunal (l)i 

- Article 37 (1) of the EEC Treaty must be interpreted as meaning that, as from 
1.1.1970, every national monopoly of a commercial character must be adjusted 
so as to eliminate the exclusive.right to import from other Member States. 


- When: the transitional period ended, Article 37 (1) was capable of being 
relied on by nationals of Member States before national courts. 

- The Council Resolution' of April 21, 1970 1 does not alter the scope and 1 the 
provisions of Article 37(1). 

The significance of this ruling is that it provides a new principle 
for free circulation of goods by eliminating quantitative restrictions and in 
particular those resulting from'monopolies of a commercial character. 

Furthermore, the Manghera case is a landmark ini Treaty interpretation 
since the Court allowed the abolition of exclusive rights, which was not 
demand ed by the letter of the Treaty but which was shewn to be necessary in 
order to ensure the free movement of goods. 

Finally, the case directly affects EEC citizens in that they are 
granted a personal right in national courts. 

Thus, the Court has made a significant contribution to the application 
of the EEC Treaty via its decision in the Manghera case. 

e) Exclusive distribution contracts 


Since ail discrimination against foreign manufacturers has not been 
eliminated, companies exporting tobacco products, in particular cigarettes, to 
France and Italy have not been able to envisage the organisation of their own 
import and wholesale distribution systems. This situation practically forced 
them to accept the offer made by the two monopolies to conclude exclusive dis¬ 
tribution contracts. 


(1) OJ C 126 of June 17,1976, p. 2 

The case (59/75) is discussed in the Revue du Marc hi Cornnun, 3° 200, 
p. 427 (October. 19.76): 

Source: https://www.industrydocuments.ucsf.edu/doc s/yh ilOQOQ 
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These contracts we re concluded for five years,, taking effect in 
January 1975, with extension clauses different for France and Italy. Acting 
on a request by the companies involved:, the Commission intervened and obtained 
an undertaking from the monopolies to change certain' clauses of the contracts. 

The contracts were notified to the Commission in compliance w^th 
Art. 85 (\ l) 1 of the EEC Treaty and with regulation 17/67. Actually, these 
contracts run counter to EEC competition rules since manufacturers dealing 
through idential distribution channels, Ie. the monopolies, are unable to com¬ 
pete freely with each other and, of course, with the monopoly products. But the 
Commission has chosen not to object to the contracts since the companies concern¬ 
ed in fact had no other choice: since the monopolies had not been properly ad¬ 
justed, the companies were unable to organise competitive distribution systems. 

' f) Second round of Commission action 


(i) Basic position of the Commission 

Despite all the Cornmission's efforts, the monopolies have not changed 
fundamentally. Even in 1979, a foreign company is not free to set up its 
own import and wholesale distribution system for tobacco products in Italy 
despite legislative action taken in December 1975 and May 1976. Difficul¬ 
ties also subsist in France. 

The Commission point of v±m is summarized in the Annual Report on 
Competition Policy published in April 1978 (p, 184) : 


"Turning to the French and Italian manufactured tobacco monopolies * the 
Commission> following detailed scrutiny of the new regulations governing 
them > has concluded that certain provisions are not in line with Arts. 30 
and. 37 of the EEC Treaty... On August 1 it accordingly Initiated Infringe¬ 
ment proceedings under Article 169 against the two governments for their 
maintenance of the exclusive right to export . In France there is a further 
infringement at the wholesale stage which consists of maintenance of the 
exclusive right to import and market manufactured tobacco originating in 
non-member countries ayid already In free circulation in another Member 
State . 


"The Commission has also expressed reservations as to whether certavn ovner 
(1) See Annex 3 for the texts of Arts. 85 and 86 
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aspects of the new' regulations conform to Treaty' requirements and has asked 
the two governments for their views . 

"The main reservation concerned the retail monopoly which still exists in 
both countries . On the basis of recent Court of Justice judgments the 
Commission argues that compliance with Article 37 and the principle of the 
free movement of goods require that any provision which may allow for dis¬ 
criminatory treatment between home-produced and imported goods at some stage 
between importation and purchase by the consumer must be cancelled . 

"In the case of France> there were further reservations as to the system used 
for determining prices and margins 3 the rules governing the approval of im *- 
porters and wholesalers and those concerning advertising> for they are likely 
to hinder the market penetration of imported products . 

"As for Italy y reservations were expressed on the regulations governing 
packagingj pricing and the establishment of wholesale depots^ and on the 
arrangements for supplying tax seal's* to importers * " 

% 

(ii) Retail monopoly 

As regards retailing of manufactured tobacco in France, the products can 
only be purchased in specialized shops, of which there are about 50,000 (see 
table 15 above). These retail shops - the "bar-tabac" - are tightly linked 
with the Ministry of Finance. They sell tobacco but must also distribute 
fiscal stamps, vignettes for cars and state papers. 

In Italy also, the "tabaccaii" are under a similar obligation to the 
State, which grants them the right to sell tobacco. 

The repercussions of the Manghera judgement (see under 2) above) on 
retail monopolies are not yet clear. 

The Commission view, however, appears to be that Member States cannot 
be efoliged to dissolve their retail monopoly systems, but that they must be 
open to all norm monopoly wholesale products without any legal or practical 
restrictions on' selling. 



yesIreely^ees/ylijtOGOO-^: 
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(iii) Su bsisting , discrimination s a cco rdin g t o th e n on-monopoly ind ustry 

Tobacco manufacturers in Belgium, Luxembourg, the Netherlands, Germany 
and the UK (Ireland and Denmark are not significant exporters to France and 
Italy) appear to complain in particular of the following: 

France 


- The rain itonopoly brands are underpriced (SEITA products hold 85% of the 
market still), made possible by the fact that the monopoly does not secure 
reasonable commercial return on resources used and : even makes losses. Its 
pricing system therefore distorts competition (see chapter 6, table 27):. 

The Dutch association (Stichting Sigarettenindustrle) lodged official com¬ 
plaints with the Commission against French pricing policies on May 5, 1976 
an! December 12, 1977 that Gaulolses are sold at a price that must yield a 
loss (see also Chapter 2) and that SEITA's domestic selling prices are far 
belcw the export prices to other EEC countries. 

In: reply to a European Parliamentary question (26,10.78) asking whether 
Gauloises are sold belcw production cost, the Commission said it was not 
really possible to tell from the information at its disposal. 

- As foreseen in the first directive on harmonisation of tcbacco excise 
taxes (EEC/464/72 - Annex 24), importers should be free, without French 
State intervention, to determine a maximum retail price for each of their 
products. The procedure for changing a retail price is still very pro¬ 
tracted. Importers have lodged a formal complaint with the Commission 
against the handling! of price increases by the French government. 

- At present , an independent wholesaler would be required by monopoly pro¬ 
visions to supply anywhere in' France, even' though it may be uneconomical 
for him to do so on the grounds of freight costs and sales volume. This 
obligation should be abolished. 

- There should: be no constraint, in law or in fact, on a retailer's freedom 
to purchase for resale imported brands from an independent distributor who 
can supply him. Licensed retailers depend on SEITA for their livelihood 
and tend to behave as though SEITA were an arm of the State. This presents 
a psychological barrier to their willingly stocked independent products. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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Tobacco manufacturers exporting to France stress that under these 
conditions they have no real alternative but to agree to extend the ex¬ 
clusive distribution contracts with the French monopoly. A free distribution 
system would be at such a: competitive disadvantage against the French monopoly 
that they would be unable to preserve, still less to increase, their market 
shares, 

Italy 

As regards Italy, the position is somewhat different frcm France in 
that the Government operates a different administrative structure. Whereas 
the market shares of the foreign' manufacturers in France are not too diffe¬ 
rent, in Italy one manufacturer (Philip Morris) holds a considerable larger 
share of the market than any other manufacturer. Nevertheless, developments 
in France may affect official attitudes in' Italy and vice versa. 

In order to comply with Art. 37 of the ESC Treaty, the law of. January 
1976 (Visentini Law) formally abolished the import and wholesale monopoly. 

The free manufacturers complain that (a) still no implementing legislation 
has been promulgated and (b) certain provisions of the law do not comply with 
Art. 37 of the EEC Treaty. For these two reasons the norr-monopoly manufactu¬ 
rers have no chance of assessing the possibility of creating their own import 
and distribution system and will have no option but to renew the exclusive 
distribution contracts with the monopoly. They request the Commission to 
intervene (as it did when the current contracts were negotiated) 1 to ensure 
that the monopoly does not take undue advantage of Italy's failure to comply 
with its cwn obligations. 

With respect to the Visentini Law, the free manufacturers raise the 
following cbjections: 

- Fre edo m of im por tat ion: customs procedures have been much more stringent 
and the procedures for paying, excise taxes on goods imported 1 for independent 
distribution are much more expensive that those for distribution through the 
monopoly (eg. independent airports may only be sol'd in packets approved'by 
decree of the Finance Ministry) . 


Fr eedom of who lesale trading: the law subjects independent wholesale depots 
to authorization' from the finance administration. It lays down: criteria 
for authorizing such'depots and establishes that procedures and controls 

Durce: https:// industrydocuments.ucsf.edu/d ocs/y hjl QQQQ 
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should be laid : down by decree, butt no decree has as yet been issued. 

Retail selling ; licensing of retailers ("tobaccaii") should be in the 
hands of some other authority than the monopoly or the Finance Ministry, 
in order to ensure that non-monopoly brands can compete with monopoly 
brands in an independent distribution systemi If the retailers are not 
independent from the monopoly, the latter will seek to influence the 
tabaccaii to stock and promote indigenous rather than imported brands. 


Introduction of new brands : foreign manufacturers can introduce new brands 
only twice a year, whereas the monopoly can do so at any time. 

Announcement of new brands : the monopoly as a distributor does not deal 
impartially with its own andi imported products. For example, their cir¬ 
culars announcing the introduction of a national or an imported! brand can 
be very different in tone and although there is no evidence of direct dis¬ 
crimination, they tend to depreciate the foreign product by shaving greater 
enthusiasm for the domestic one. 


- Supply : foreign manufacturers are authorized to supply the depots ("depositi") 
only after the 8th of each month, whereas the monopoly suffers no such 1 res¬ 
triction, This is clearly a disadvantage for foreign manufacturers since 

the quantity of monthly imports is limited to that of a reference period. 

- Advertising : Law N° 165 of April 10, 1962 prohibits all. advertizing: for 
national and other brands. When the draft law was discussed in Parliament 
it was stressed that the essential aim was to protect national production. 

- P rice policy : the relative underpricing of the monopoly's awn products in . 
Italy (See Chapter 6) is distorting competition, as is the case in France. ( 


(iv) Direct exports fro m non-member c ou ntri es 

As regards exports from non-member countries, the monopolies still 
maintain - as they are allowed to under EEC rules - their discrimination - 
where such exists - and their exclusive rights CD . This applies in particu¬ 
lar to exports from EETA countries, which have concluded free trade agreements 
with the Ccfrmunity (Austria, Finland, Iceland, Portugal, Sweden and Switzer¬ 
land) . In these agreements no provision has been madfe to prohibit such 


CD With the exception of exports from Greece and. Turkey, which under their 
Association Agreements■ must be admitted• into the Community• without dis- 
ertff?f?2fflt^0Ltf£Qjjhttps2//w^jnd.Lis^ckKaieieat&Dfisf.edu/cfoc s/yhjlOOO O 
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discrimination or exclusive rights' in respect of exports of manufactured 
tobacco to France and Italy, For the time being, no amendment to these' 
agreements has been envisaged at Community level in order to change this 
situation, 

(v) Present stage 

The Commission' is not satisfied w i th developments in the monopoly 
countries and 1 is now pressing harder for a solution in line with the Treaty. 

Only one point has been cleared up to date: 

The COrmiission obtained an undertaking from France that it will take 
appropriate measures to abolish the exclusive right for the fponopoly to 
import and market manufactured tobacco imported into France frcm another 
EEC Menber State but originating! in a third country . The Commission there¬ 
fore closed the relevant proceedings on January 20', 1979 Cl)'. 

On the other points, the Commission is pursuing its efforts and has 
formally initiated proceedings under Art. 169 of the EEC Treaty, ie. it 
has sent a letter requesting the governments to supply official information 
on the provisions which the Commission considers infringe the Treaty. Com¬ 
mission officials have on several occasions publicly explained that the 
EEC executive, determined to achieve the customs union provided for by the 
Treaty as quickly and completely as possible, will insist on a solution 
being found to the monopoly issue, if need be by referring the case to the 
Court of Justice. 

3. Other Menber States 

a) Free distribution systems 

The structure of the distribution systems in> other Member States is 
fairly similar in each country. 

Prices are fixed'by themanufacturers. In certain' countries however, 
price increases require government intervention or even authorization. 

In most EEC countries the retail selling price may not be higher than 
the price on which taxes have been paid, nor may cigarettes be sold to the public 


CD eec industrydocuments.ucsf.edu/docs/yhjl0000 
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at a price lcwer than that on which taxes have .been paid Cl) . This legal pro¬ 
vision is considered by certain governments and Commission circles as a distort¬ 
ion of competition since the wholesaler or retailer canot implement his cwn 
price policy. Nevertheless, the Council directive on the first stage of tobacco 
excise tax harmonisation ( 2)' authorises expressis verbis the Member States to 
adopt such a provision. 


The fixed' retail selling price system was adopted by several States in 
order efficiently to control cigarette sales and in particular to ensure regular 
State revenues from high excise duty rates. 

A special situation has developed in Belgium where the legal oblige^ 
tion also exists to sell at the retail price indicated on the fiscal stamps. 

This price includes taxes. Furthermore, the State authorities must authorize 
the retail price increases which also include the authorization of the distribu¬ 
tion margin (wholesale and retail) . This special situation has prompted Belgian 
tobacco manufacturers and retailers to take a number of steps summed up bela-/. 



Belgium operates a system for distributing and selling manufactured 
tobacco products which is used by the Federation Belgo-Luxentoourgeoise des 
Industries du Tabac (Fedetab) in Brussels. Fedetab members produce or import 
95% of the cigarettes and 75-80% of the cigars and cigarillos sold in Belgium. 
Practically all the tcbacco products imported into Belgium and Luxembourg: come 
from other EEC Member States, 


The system was designed in 1946 to impose fixed profit margins, both 
horizontally on' all the manufacturers who were party to the agreement, and 
vertically at all levels of distribution. It also sought to classify Belgian 
wholesalers and retailers into a number of different categories, allocate a 
fixed margin to each', limit the nuirber of new businesses approved in certain' 
wholesale categories, forbid wholesalers in certain categories to resell tobacco 
products to certain wholesalers in other categories, force firms to observe the 
resale prices laid; down by the manufacturers, encourage manufacturers to agree to 


Cl) The UK system differs from that in force in most of the other countries. 
It would be illegal in the UK to fix a price below which the cigarettes 
may , not be sold. The manufacturer recommends a price but the retailer 
is permitted to sell at a lower one if he wishes. The excise tax is paid 
on the basis of the recommended' price. VAT is paid on the basis of vhe 
actual price charged. 

(2) See Annex 24 
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inpose standardized terms of payment, and force retailers to stock a minimart; 
range of brands. 

In 1974 and again ini 1975, S.A. GB-INNO-BM (a supermarket and department 
store operator headquartered in Brussels)!, S.A. MESTDAGH 1 FRERES & CIE (a wholesale 
chain) of Gosselies and S.A. EUGENE HUY GHEBAERT (a food wholesaler) of Malines 
lodged complaints with the European Commission, which then initiated proceedings 
against Fedetab. 

Seme of the complainants had been victims of a concerted refusal by 
all the manufacturers belonging to Fedetab to supply them. These firms had, in 
particular, sold cigarettes at lower prices than those indicated on the fiscal 
staitps whereas, according to Belgian law, the cigarettes must be sold 1 ' at that 
price. Since tthe Belgian authorities did not take action to enforce the law-, 
Fedetab felt authorized to act on its cwn by boycotting sales to these firms. 

The Commission sent Fedetab and its members a statement of objections 
to the system and Fedetab subsequently replaced it with a "Recommendation for 
cigarette sales in Belgium!', which was notified to the Commission on- December 1, 
1975. This Recommendation, which is still in operation, preserved the old- system 
of dividing up Belgian 1 wholesalers and retailers and allocating a fixed profit 
margin to each category, imposing standard terms of payment on manufacturers' 
customers, and granting wholesalers and! retailers an end-of-vear rebate. 

Fedetab's distribution system, both in its present form and as it was 
applied before December 1975, created appreciable competitive restrictions none 
of which qualify for exairption from the ban on restrictive agreements. Fedetab's 
classification of wholesalers and retailers, without producing: any benefit to the 
consumer, virtually destroys competition at the distribution stage. 


In July 1978, the Commission adopted a Decision Cl) finding that the 
system operated; by Fedetab and several of its members constitutes an infringement 
of the ban on restrictive agreements laid down in Article 85 of the EEC Treaty 
and requiring that the system be discontinued Immediately. 



The importance of the Commission Decision is twofold. Firstly, the 
Commission confirms its opposition to the anti-competitive practice of imposing; 
mandatory profit margins both horizontally on all parties to the agreement and 
vertically at all levels of distribution; and, secondly, it demonstrates the 

(1) 08- U° h 224 , 15,8: 78 , Commission- Decision N° 670/78 of 20.7.78 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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Commission's resolve to preserve as much competition as possible in an industry 
where government control on the consumer price has considerably narrowed the 
potential for competition among wholesalers and retailers alike. 

On the other hand, this view is not shared by the Belgian Association 
of Tobacco Retailers (ATAB) which was implicated in the ruling against the 
Fedetab system. 

The European Commission, in its abovementioned decision, refers to 
tobacco retailers as undertakings which are not seen as indispensable by the man 
in the street and which, accordingly, should be eliminated by the normal play 
of competition. In ATAB's view, however, abolition of the sub-division of re¬ 
tailers within tthe distribution network would! inevitably lead to an extreme 
restriction' of conpetition due to the disappearance of a large number of brands 
fromi the market. The Association' adds that although it made clear its views on the 
subject to the Commission previously, the latter refused to listen to the retail¬ 
ers' representatives at the special hearing, devoted to the issue. Belgian retail¬ 
ers now fear that disruption of the market organisation for tobacco could lead to 
an oligopolistic production structure in which only the very largest brands would 
survive the disappearance of the specialized trade. 

An appeal to the EEC Court of Justice was made in September 1978 in 
which an annulment of the Commission decision was sought. An interim decision 
was given in Noveitfoer 1978 allowing the Fedetab system to oontinue operating 
until the Court of Justice decides on the validity of the Commission decision. 

This judgment is not expected until end-1979. 

c) The case of the Belgian tobacco retailers (ATAB) 

In 1972, the Belgian supermarket and department store chains GB-INNO-BM 
started' selling: cigarettes at prices below that marked on the fiscal starips on 
the package and; the Belgian Retailers Association (ATAB) sought and was granted 
an injunction against them before the Belgian courts. "1NN0" then appealed 1 to 
the Court of Justice (1) that this was contrary to EEC rules, claiming that only 
maximumr price fixing and not specific price fixing was allowed, an in particular 
referring to Articles 3(8), 5(2) and; 86 on competition; Art. 90 on "undertakings 
to which Menber States have granted special or exclusive rights" and Articles 30) 

31 and 32' on quantitative restrictions introduced by Member States. (These 
Articles are reproduced in full in Annex 4.) 

(1) OJ N° C 52 of 2. Z. 1977 

So urce: https://www. i ndustrydocuments.u csf._e(jL|/p lQcs/y hjLQQQO- J ,„ 


2024959856 









6 1 


The Advocate-General recommended on September 21,1977 that there 
were no grounds for interpreting Art. 86 of the Treaty in such a way that a; 

Member State would be forbidden to introduce legal provisions which make the 
consumer price marked on: the package of imported and domestically produced 
tobacco goods compulsory, provided care is taken to ensure that imported goods 
with' autonomously fixed; prices have unimpeded 1 access to the distribution of the 
sticker. The same applies to interpretation of Art. 30,according to the Advocate- 
General. He did not see any incompatibility with Articles 85 to 94 either in 
the practice of fixing prices ini the tobacco sector. 

On Noventoer 16, 1977 , the Court gave the following ruling (1)': 

ff l. Article 86 of the EEC Treaty prohibits any abuse by one or more undertakings 
of a dominant position, even if such abuse is encouraged by a national legist 
lative provision . 

n 2. In order to assess the compatibility, with Article 86 of the Treaty, in con¬ 
junction with Article 3(f) and the second paragr'aph of Article 5 of the 
Treaty, of the introduction or retention in force of a national measure 
whereby the prices determined by the manufacturer or importer must be ad¬ 
hered to when tobacco products are sold to a consumer, it must be determined, 
taking into account the obstacles to trade which may result from the nature 
of the fiscal system to which those products are subject, whether, apart from 
any abuse of a dominant position which It might encourage, such system is 
also likely to affect trade between Member States . 

n 3k Rules in a Member State whereby a fixed price is imposed for the sale to the 
consumer of either imported or home-produced tobacco products, namely the 
price which has been freely chosen by, the manufacturer or importer, consti¬ 
tute a measure having effect equivalent to a quantitative restriction on 
imports only if, taking into account the obstacles inherent in the different 
methods of fiscal control which are used by, the 1 Member States in particular 
to ensure collection of the taxes on those products, such a system of fixed ' 
prices is likely to hinder, directly, or indirectly, actually or potentially, 
imports between Member States. 

”4. Article 5 of Council Directive 72/464/EEC of 19 December 1972 on taxes other 
than turnover taxes which affect the consumption of manufactured tobacco does 
not aim to prohibit the Member States from introducing or retaining in force 
a legislative measure whereby a selling price, namely the price stated on the 


(1) OJ N° C 301 of 14.12.1977 

Source: https://www.industrydocuments.ucsf.edu/docs^ 



2024959857 








tax label, is imposed for the sale to the consumer of imported or home-pro¬ 
duced tobacco products, provided that that price has been freely determined 
by the manufacturer or importer." 

Thus, GB-INNO-BM virtually lost its case. 


The significance of this case is that: 


there nay be a connection between tax laws and the commercial restriction 
giving rise to the competition case; 


the tax laws are compatible with the EEC Treaty . If , for example, tax laws 
operated to the disadvantage of imported goods, they could be regarded as 
having an equivalent effect to a quantitative restriction under Article 30 
of the EEC Treaty. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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1. Raw tobacco production in the EEC 


Tobacco is grown in four Member States - Italy, France, Germany and 
Belgium - and their combined output in 1976 of more than 180,000 tonnes amounted 
to around 3% of total world production (5,500,000 tonnes in 1976). 

The European production figures, together with areas under cultivation 
and yields, are summarized in table 16a, This shews Italy as the producer of 60% 
of the EEC tobacco crop, France coming second with 34% , while Germany and Belgium 
provided 5% and 1% respectively. A highly detailed breakdown, by variety':, of 
production' in each country is given in table 16b. 


Since 1970, when' the common market organisation for tobacco entered 
into force (see below), EEC production has increased by about 35% as the result 
of a marked increase in yield per hectare, especially in France and, to a lesser 
extent, in Italy and Germany up to 1976. In Belgium' on the other hand, the down¬ 
trend in crop area and production' continues. The 1977 crop was untypicallv lew 
because abnormal weather conditions in France caused a disastrous reduction in 
yield. 


The structure of raw tobacco production in the EEC is characterized 
by a great nurtfoer of small family undertakings. In Italy and France, the main 
producer States, production is concentrated in poor regions where it constitutes 
the main source of agricultural income. Since 1970, however, there has been some 
rationalization and concentration and the average area per planter, although still 
less than a hectare, has increased from 54 to 62 ares. 

The interests of these producers, like those of other agricultural 
producers, are defended by COPA ("SBCTAB" section) (1) . 

a) Tobacco leaf types and: curing; 


Nlcot ia na tab acum grows successfully under a wide range of climatic 
and soil conditions.. It is not the object of this report to discuss growing 
methods other than to indicate that variety of seed, pest control and the parti¬ 
cular characteristics of soil and weather conditions oorrbine to determine the 
quality and commercial value of the harvested leaves grown under conditions of 
good' plant husbandly. 


(1) COPA - Comite aes organisations prof<essionelles agrieoles de la CEE* 

rue de Spa |^|®f/w^wjnSuslrydocuments.ucsf.edu/docs/yhjlOOOO 









Table l'6a. TOBACCO CULTURE - EUROPEAN COMMUNITY 1960 - 1977 


Production of leaf - tonnes x 1 000 


Year 

B 

D 

F 

I 

EC-9 

1960 

1.99 

10.73 

50.14' 

79.52 

1412.38 

1970 

2.01 

8.49 

46.54 

78.46 

135.55 

1975 

1.68 

8.94 

5 7.59^ 

113.78 

181.99 

1976 

1.47 

9.99 

63.19 

108.64 

188.29 

1977 

1.70 

8.75 

46.08 

109.67 

166.73 

Area cultivated - hectares x 1 000 

1960 

1.42 

6.25 

25.50 

53.07 

86.24 ; 

1970 

0.57 

3.33 

19.33 

42.73 

65.96 

1975 

0.49 

3.84 

20.49 

56.54 

81.36 

1976 

0.46 

3.91 

21.70 

63.92 

89.99 

19 77 

0.47 

3.76 

22.05 

58.79 

85.07 

Yield per hectare - 

quintals/hectare 

1960 

14.0 

17.2 

19.7 

15.0 

15.5 ’ 

1970' 

35.3 

25.5 

24. li 

18.4 

20.5 

1975 

34.3 

23.3 

28.1 

20.1 

22.4 

19 76 

31.9 

25.5 

29.1 

17.0 

20.9' 

1977 

33.6 

23.3 

20.9 

18.6 

19.5 


Source : FEDETAB 


Source: https://www.industrydocuments.ucsf.edu/docs/yhilOOOO 
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The type of leaf tobacco is determined and frequently named 1 on the 
basis of variety, place of growth, method! of curing or handling, or the use to 
which the cured leaf is adapted. 

The many types grown in the European Community are listed, together 
with a quality classification of leaf (baled and unbaled) in an annex to the 
1970 Commission regulation on the intervention procedure for raw tcbacco (1). 


While the full 1 list is reproduced in Annex 5, the 19 varieties in 
question are also set out belcw in order to avoid confusion and to enable them 
to be sub-divided according to curing method. 

These varieties and their principal (but not exclusive) country of 

growth are: 

Type and/or use 

G e r m a n y 


1 . 

Badischer Geudertheimer 

Forchheiiter Havanna II 

Dark air cured 

2. 

Badischer Burley E 

Light air cured 

3. 

Virgin S.C.R. 

Flue cured 


France 


4 . Paraguay and hybrids 

Dark air cured 

Dragon' vert and 1 hybrids 


5. Nijkerk 

Dark air cured 

6. Burley (Burley x Bel) 

Light air cured 
(pipes and cigarettes) 

7 . Misionero and hybrids 

- 

Rio Grance and hybrids 




B e 1 g i u m 


8. 

Philippin, Petit Grammont (Flcbecq) 
Burley (Ergo x 6410, Ergo x Buisana) 

Dark air cured 

Light air cured 

9. 

Scmois, Appelterre 

- 


( 1 ) 


Annex to Reg (EC) 1727/70 Commission of 25.8.70, OJ N° L 195/5 - see Annex 5 
attached to this report ,, . , , , , , , , , _ 

Source: https://www.industrydocuments.ucsf.edu/d ocs/yhilOOOO 
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Italy 

Type and/or use 

10. 

Bright (Virginia) 

Flue cured 

11. 

Burley I, Maryland 

Light air cured 

12. 

Kentucky and hybrids: Moro.di 

Core, SalentO' 

Fire cured 

13. 

Nostrano del Brenta, Resistente 

142, Gojano 1 


14. 

Beneventano i 

. Dark air cured 

15. 

Xanti-Yaka 

, Sun cured 

16. 

Perustitza ; 

Oriental, Aromatic, 

17. 

Erzegovina and' hybrids 

low nicotine, mild taste 

13. 

Round tip, Scafatti, Sumatra I 

Cigar wrapper 

19. 

Brazile Selvaggio 

For nicotine extraction, snuff 

Harvesting 



Tobacco is harvested from 70 to 130 days after transplanting by one 
of two methods: (1)' the entire plant is cut with the stalk split or speared and 
hung on a lath or tobacco stock; or (2) the leaves are removed at intervals as 
they nature. The leaves of cigar wrapper and Turkish or oriental tobacco are 
strung by means of a needle, and leaves to be flue-cured are looped, using a 
string tied to a lath or stick which is hung in the curing bam or shed. It is 
desirable for the leaf to wilt without sunburning to prevent breakage and bruising 
during the handling necessary in curing. To acccnplish wilting, tobacco rrey be 
left in the field from a few hours to two days. 


Curing; 


The three common methods of curing are by air, fire and flue. 

Sun-curing is practised with oriental and, for some time, with' Virginia types 
and to a limited extent with air-cured types. Curing entails four essential 
steps: wilting, yellowing, colouring and' drying. It consists of physical and 
chemical changes, and 1 the processes are regulated to develop the desired proper¬ 
ties of the leaf. Air-cu ring is accomplished primarily in buildings, equipped 
with ventilators, making possible partial control of conditions. Often artificial 
heat provided by coke, charcoal or liquid petroleum gas is used to supplement 
natural conditions. The time required for air-curing varies from one to two 
months. Many tobaccos are cured'by this process, including dark air-cured types, 

cigar, Maryland' and Burley. 

\ 

Source: https://www.industrydocuments.ucsf.edu/docs /yh jlOOOO 








69 


Th e fire-curi ng; process resembles air-curing except that open wood 
fires are kindled on the dirt floor of the bam after the tobacco has been hanging; 
for two to six days, allowing the smoke to come in contact with the leaf, thereby 
imparting a characteristic creosote arena. 

The firing process may be continuous or intermittent, extending from . 
three weeks to as long as ten weeks until curing is carrplete, and the leaf has the 
desired finish. 

The bams for flue-curing are small and tightly constructed, provided 
with suitable ventilators and metal pipes, or flues, extending from' furnaces around 1 
the floor of the bam. Fuels used are wood, coal, oil and liquid petroleum gas. 

Where oil or gas heaters are used, flues are not needed. Heat is applied with 

due attention to the chemical and physical changes in tire leaf. The length of 
time required for flue-curing; is from four to six days. 

After curing, only during humid' periods or in special moistening cellars 
can the leaf be handled without breakage. It is removed from' the stalks or sticks 
and graded according to colour, size,, soundness and other recognizable elements of 
quality. It is tied into hands, or buddies, of 15 to 30 leaves by means of a to¬ 
bacco leaf wrapped securely around the stem end of the leaves. After grading, the 
leaf is ready for market. It may be sold directly to the purchaser who visits the 
farm or may be packed in bales, boxes or hogsheads and shipped to a warehouse or 

other centre and sold on the basis of a carefully drawn sample by private sale or 

auction, or it may be carried directly to the auction' (loose leaf) warehouse, where 
it is displayed and auctioned to the highest bidder. It is a ccmrron procedure to 
recondition the tobacco, that is, to dry the product and then return the proper 
amount of moisture by "re-drying' 1 after it has been marketed and before it is 
packed. The purpose is to avoid damage which occurs when the leaf is packed with 
an excessive moisture content, and to ensure proper amount of moisture for ageing. 
The ageing; period is from one to three years. This process is sometimes hastened 
by forced fermentation; accomplished by adding moisture to the tobacco and' storing 
it in bulk before packing and further storing. (1) 

The varieties grcwn in the four EEC countries are often classified 
according to the method of cure: 


CD' Encyclopaedia gg&gi^g4fflps://wwwindustrydocuments.ucsf.edu/docs /yhjl000 0 
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Dark air-cured 


Light air-cured 


Flue-cured 


Fire-cured 


Sun-cured 
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Badischer Geudertheimer 
Forchheimer Havanna II 
Paraguay, Nijkerk, Philippin 
Petit Grammont, Beneventano 
Nostrano del Brenta 

Badischer Burley E 
Burley (Burley x Bel) 

Burley (Ergo hybrids) 

Burley I and : Maryland 

Bright (Virginia) 

Kentucky and hybrids 

Xanti-Yaka, Perustitza, Erzegovina 


The 1976 harvest was made up as follows (by curing method) (1) 


Dark air-cured 

(B,D,F,I) 

41% 

Sun-cured 

(I) 

21% 

Light air-cured 

(D,F,I) 

27% 

Flue-cured 

(I) 

8% 

Fire-cured 

(I) 

3% 

Other 

(I) 

1% 

b) Cormnents on 

world and EEC production 

19 7 6 



&V- f ■ 


World t«±>acco production rose 2.2% in 1976 over the previous year, 
reaching the record level of 5.6 x 10^ tonnes. This was due to abundant harvests 
in Brazil, Turkey, Greece and Korea. Virginia flue-cured makes up about 30-40% 
of total production and 50% of all trade, and it is expected that this trend for 
Virginia will continue. Light air-cured Burley represents only 10% of world 
production and more than half of this is produced in the USA. 

Over the last ten years there has been a tendency for world production 
to shift to the developing countries (+ 30%) and those with planned economies 
(+ 40%), By contrast, production has risen only 4% in the industrialized covin- 
tries, where inflation and production costs will tend to enphasize this trend. 


^ 7 7 FE '7 Corrni i £ rsvoyi 




AGS.Ledu/ docs/yhij10000- 




As regards major types of tobacco, worldi production of dark air- 
cured rose by 5%, sun-cured by 10% and Burley by 1%, while flue-cured decreased 
by 4% . 

At the Community level, the yield of dark air-cured varieties increased: 
by 8% (high 1 yield of Paraguay) and sun-cured by 21%. Flue-cured and fire-cured 
fell by 6% and 35% respectively. 

Consumption was fairly stable but tending to fall as a result of economic 
recession, tax increases, anti-tcbacco campaigns and a trend towards cigarettes with 
lew nicotine and tar contents. 

19 7 7 

The world harvest was 1.7% lower than in 1976 at 5.3 x lc/ J tonnes . 
Oriental sun-cured types dropped by 16% and flue-cured fell by 3%, with Burley 
remaining the same as in 1976. 

Oriental leaf supplies have been in surplus in many countries and 
the lower production will balance demand. Generally, supplies are sufficient 
to meet demand: but flue-cured Virginia and Burley may be short. 

In the Ccrrrnunity, there was a 5% reduction in the area under culti¬ 
vation and a 12% drop in yield during 1977. This can be attributed to the dis¬ 
astrous French harvest which was 27% dewn on the previous year. 

The EEC nevertheless remained the largest aggregate tobacco market 
in> the world during 1977 , taking in an estimated 41% of total world imports. 

However, purchases by the nine Member States fell by 6% as France halved its 
imports. 

The following comments are in order as regards the leading EEC 
tobacco importing countries (1): 


• Belg lu nriLuxe m bour g imported 39,285 tonnes in 1977, 5% down on 1976 despite a 
36% increase in trans-shipments from the Netherlands. 

• T he Netherlands imported 11% more tobacco in 1977. Imports from the United 
States, helped by dollar devaluation, rose 18% to 13,470 tonnes. 


(1) Source: US Department of. Agriculture 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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Inports slipped In 1978 because of reduced use and larger carry-in stocks. 

Leaf use is expected to decrease due to widespread cigarette hoarding follow¬ 
ing the announcement late in 1977 of a price increase due to take effect 
early in' 1978. 

Germany was the leading tobacco importer in 1977, its imports (actual arrivals) 1 
increasing by 2.8% to 171,902 tonnes. This slight recovery in German imports, 
after a 6.6% drop ini 1976, reflects an improved outlook for sales of tobacco 
products following the impact of the large tax/price hike in early 1977 . Tne 
strength of the Deutsche Mark, especially in the second! half of 1977, also may 
have stimulated purchases. 

The outlook is for a slight increase in German imports, both arrivals and duty- 
paid. Arrivals of US leaf will probably fall andi duty-paid imports will likely 
hold 1 steady. However, strengthening of the Deutsche Mark and a recovery in' 
cigarette sales could support demand for US tobacco. 

France's imports fell 53% in 1977. Unusually high beginning stocks in 1977 and 
an 11% decline in manufacturer' s use during the year held down the need for 
inports. Stocks bui.lt up during 1976 were drawn down by 20,000 tonnes during 
1977. Imports from all destinations except Africa fell, with US leaf off by 
two thirds. South American countries (Argentina, Paraguay and Brazil) are 
still the leading: suppliers to France. 

France's imports are forecast at 55,000 tonnes in 1978, based on an expected use 
of 95,000 tonnes, the level of beginning stocks and a projected domestic crop of 
55,000 tonnes. 


It aly's leaf exports declined by 24% to 40,535 tonnes in 1977, while imports rose 
by 1% to 33,730 tonnes. Italian exports have been declining since 1974 when they 
reached a peak 64,545 tonnes. Export subsidies were increased in 1977. 

Imports have stabilized over the past four years. Imports from the United States, 
Italy's main supplier, fell by 10% in 1977, the first decrease in several years. 

The outlook for 1978 is for stable imports and a slight recovery in exports. The 
US share of imports is expected to remain steady . 


The United K ingdom's imports from the United States dropped by 33%. in 1977, 
plunging the US market share 8 points to 16.5% as UK manufacturers continued to 
shift towards suppliers of less: expensive tobacco: eg. India, Thailand, Malawi, 


South Korea and Brazil. However, as the UK industry replenished stocks -drawn 
down in recent years, US shipments to the UK soared by 215% in the first five 


months of 1978. 


These larger,shipments, combined with a stronger poVpd..SU4i i 

Source: tods:/A) vww.inausfrvaocumenTs.ucsfjedu7a ocs/vnil0000 


2024959870 





- 73 


more optimistic outlook for cigarette sales, may mean larger purchases from 
the United States in 1978. 


c) Notes on EEC national harvests in 1976-1977 


Italy - A reduction of the area cultivated in 1976 (for oriental and Bene-' 
ventano varieties) gave a slightly increased overall yield in 1977. 


Area (ha) 

1976 63 917 

1977 58 790 

1978 (forecast) 55 440 


Yield (te) 

108 642 

109 672 
105 840 


Planters 
103 018 
96 166 


The following yields per variety were obtained: (tonnes) 


1976 


Bright (Virginia) 1 

13 183 

Burley 

. 41 730 

Maryland 

1 999 

Kentucky 

5 406 

Nostrano 

1 073 

Beneventano 

3 644 

Xanti Yaka 

10 680 

Perustitza 

10 256 

Erzegovina 

17 565 

Round tip, Scafati, Sumatra 

530 

Brasile, Selvaggio 

24 

Badischer Geudertheimer 

227 

Forchheimer Havanna 

2 111 

Paraguay 

214 


1977 


18 

186 

44 

327 

3 

010 

8 

593 


329 

3 

508 

7 

291 

6 

363 

12 

052 


566 


30 


546 

3 

025 

1 

846 


These are important 
reductions 


These important in- j; 
creases occurred in 
the Beneventano area > 
as the result of 
structural policy 


Source: L’Azienda di Stato per gli intenventi nel meraato agx'icolo (AIMA.) - the 
Italian intervention agency. 

G e rma ny - Production and area under tobacco crop in 1977 , and ; estimates of 
cultivated area in 1978 were as follows: 
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Type of tcbacoo 


Cultivated area (ha) Production (te) 



1977 

1978 

1977 

Geudertheimer 

(for cigars) 1 719 

1 644: 

4 149 

Burley 

1 703 

1 627 

4 005 

Virginia 

338 

358 

622 

Round tip 

2 

3 

6 

Total 

3 762 

3 632 

8 782 (9 995 in 197.6) 

Source: FEDETAB 



Belgium 

- The following breakdown of 

area under cultivation shows a 6.4 

hectare increase (+ 1.4%) in 1977 over 1976 

in the nine provinces: 


hectares (1977) 



Brabant 

10.26 



Hainault 

37.72 



Liege 

0.18 



Luxembourg 

12.09 



Namur 

. 25.78 



E. Flanders 

12,98 



W. Flanders 

Total 1977 

369.75 (79% of total area) 

468.77 


Total 1976 

462.37 




Estimated yield of 3 340 kg/ha results in a production of 1 566 tonnes in 1977, 
as against 1 473 tonnes in 1976. The number of planters fell from 703 in 1976 
to 659 in 1977. 

Fr ance - 1977 proved a disastrous year for the tobacco harvest. Excessive 
humidity in the growth period, floods and hail in the departments of Lot et Garonne 
and Alsace resulted in serious crop losses , in particular due to mildew and! blue 
mould infestations. 

Planted area (ha) Yield (te): N° of planters 

1976 21 704 61 441 36 054 

1977 22 053 43 583 35 360 

In some places the losses (1977) due toblight were between 50% and 70% compared 1 
with 1976 harvest levels. However, a question in the European Parliament Cl) 

(1) OJ N° C 192 of 10.8.78; Written question N° 150/78 by Mr. Eberhard to the 

European ConmM£8i b>tosi//yww jndustrvdocuments.ucsf.edu/docs/vnil0000 
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requesting aid for the farmers in difficulty received a negative reply on the 
grounds that: 

a) the EAGGF Cl) does not have the funds for special allocations and 

b) the budget for aid to disaster victims is intended first and foremost to 
finance emergency projects to protect human life and livelihood. 

The main product of the 1977 harvest was the light black tobacco group Paraguay 
with 42,700 tonnes, plus 150 tonnes of strong black Nijkerk and 150 tonnes of 
Burley. 

d) 1 Comments on production costs of cured leaf tobacco 


The primary transformation and conditioning of raw tcbacco produced 
in the Community is the subject of a report (\2)' which is relevant as regards the 
derived intervention prices and cost evolution since 1970, when the common organ¬ 
isation of the tcbacco market took effect (see below) . 

The report is based on a complex study of the replies made by tobacco 
dealers and packers in' Belgium, France, Germany and Italy to questions on the 
various elements of production. The latter included the following (1971-1974).: 

- expenditure on buying in and transporting: leaves 

- labour costs for processing 

- packaging 

- energy 

- insurance 

- amortization and rents 

- maintenance 

- interest payments and administrative costs. 

For the purposes of this report, data have been assembled with a view 
to making two comparisons: 

- production costs of some varieties in Italy, Germany, France and Belgium; 

- production costs per variety in Italy. 


Cl) European Agricultural Guidance and Guarantee Fund 

(2) "Les frais de premiere transformation' et de conditionnement du tabac brut 
produit dans la Commnaute" (also in Italian)'. Report N° 29, March 1977 
in the series : "Informations sur VAgriculture (CCE). 


; .ucsf.ed u/docs/y hj10000 
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Both comparisons are illustrated rn graphs 1 and 2 which show total 
production costs in each country in 1974, made up of three elements: fixed in¬ 
terest charges; labour and other costs, expressed in European units of account 
(EUA) for the international comparison and in lire for Italy. 


In the international coitparison (graph 1), Germany stands out with 
typical production costs nearly twice (or more) those of France and Italy. 

The chief difference is labour costs, due to the different curing process employed. 

1. COMPARISON OF PRODUCTION COSTS FOR SOME TOBACCO VARIETIES IN THE 


FOUR EEC TCffiACCO-GROWING COUNTRIES IN 1974 



Italy 

Germany 


France 

Belgiurn 

Burley I 

3urley, E 


Paraguay 

Philippin 


Country and 

Variety 




itiydQG 

























- 7 7 - 

The tobacco varieties shown in Graph 1 are only partially comparable 
since Italian Burley, for example, is always redried, whereas German Burley is 
to a great extent subjected to natural fermentation, which! is more expensive. 

These two Burleys are again different from the dark air-cured French Paraguay 
and Belgian Philippin varieties . 

Belgian costs seem extraordinarily low in comparison. The basic data 
for this graph are shown in Table 17. 

Table 17. PRODUCTION' COSTS OF TYPICAL VARIETIES IN' THE FOUR EEC TOBACCO-GRCWTNG ! 

----- I 

COUNTRIES IN 1974 • I 


Country and typical! 

_ ^^^^^variGty 

Costs 

per quintal ^- 

Italy 

Ge rmany 

France 

Belgium 

Burley I 

Burley E 

Paraguay 

PhilipDin 

i 

Total cost per quintal in 
national currency 

35 151 Lit 

310.1 DM 

316 FF 

1 225 BF 

Nat. currency per UCE (1974) 

776 Lit 

3.08 DM- 

5.73 FF 

46.4 BF 

Total cost in UCE 

45.3 

o 

o 

cn 

55.2 

26.4 

% of total 

■ 100 

100 

100 

100 

Fixed interest charges/q. 

9 959 Lit 

51.68 DM 

72 FF 

150 BF 

in UCE 

12.8 

h- * 

00 

12.6 

3.3 

% of total 

28 

16.7 

23 

12 

Labour costs / q. 

12 539 Lit 

173.73 DM 

96 FF 

535 BF 

in UCE 

16.2 

56.3 

16.8 

11.5 

% of total 

36 

56 

30 

44 

Other costs / q. 

12 833 Lit 

84.7 DM 

148 FF 

540 BF 

in. UCE 

16.5 

27.5 

25.8 

11.64 

% of total 

36 

27.3 

47 

44 


The comparison of Italian varieties (Graph 2) shows fairly level 
costs for the light and dark air-cured varieties, with the three orientals in 
a slightly higher group. Sumatra, which is nearly six times as costly as orient¬ 
al, is included for interest's sake but should not be regarded as typically- com¬ 
parable. It is produced in smaller quantities and! since it is used as a cigar 
wrapper it inevitably entails higher costs for selection and handling. The basic 
data for this graph are shown- in table 18 . 
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Table 18. COMPARISON OF PRODUCTION COSTS PER VARIETY IN ITALY - 1974 


^^^Qosts in Lire per 
quintal 

Variety 

Fixed 

interest 

charges 

Labour 

costs 

Other 

costs 

.... 

Total 

Badischer Geudertheimer 

•6 830 

16 573 

11 206 

34 609 

Bright 

7 530 

17 429 

14 078 

39: 037 

Burley I 

9 959 

12 357 

12 833 

35 151 

Maryland 

5 470 

14 193 

12 166 

31 829 

Kentucky 

6 158 

18 886 

13 377 

38 421 

Nostrano del Brenta 

8 775 

20 238 

12 661 

41 669 

Beneventano 

12 300 

10 372 

9 159 

31 831 

Xanti - Yaka 

12 707 

22 089 

18 829 

53 625 

Perustitza 

9 700 

21 539 

16 923 

48 162 

Erzegovina 

9 314 

19 607 

16 956 

45 517 

Sumatra 

47 951 

143 745 

100 052 

291 748 


To supplement Graph 2, table 19 shews figures for the 1973 Italian 
harvest of each variety including the place and main centres of growth. Lecce 
in Puglia is the main centre for the oriental varieties, and 1 the slightly higher 
costs recorded here may be attributable to the special characteristics of the 
Mezzogiomo area. 

The report referred to on page 74 also quotes interesting details 
for each country, as surrmarized belcw. 


B elgium-Luxentoourg : the family farms in farming regions show a fairly stanle 
average growing area of some 0.7 hectares per grower. Production is regulated 
as between producers, curers and manufacturers by INBELTAG, the interprofessional 
organisation which has established growth standards and quotas for fermenters. 
Special tax commissioners classify the tobacco on the basis of anonymous samples 
and pass the results on to INBELTAG. Curing (fermentation) is accelerated either 
naturally in bales, or in autoclaves. 

Germany ; tobacco' produced in Germany is chiefly intended for the home market. 

The 1970' EEC: regulation reduced commercial risks to growers and enabled processors 
to place themselves on a firm three-year contractual basis with annual price nego¬ 
tiations. The trend is towards an increase in Badischer Bur ley as opposed to 

Source: https://www.industrydocuments.ucsf.edu/docs/y njlOOO O 
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Table 19 . THE ITALIAN TOBACCO HARVEST IN 1973; PLACES AND MMN CENTRES OF' GBCMTH U 


Variety 

Place - main centres underlined 

Production 

(tonnes): 

Badischer Gendertheimer 

Verona, Beneventano 

631 

Bright 

Porugia, Verona, Roma, Firenze, Pescara, 
Cava: dei Tirreni 

9 388 ; 

Burley I 

Roma;, Cava dei Tirreni, Firenze, Pescara, 
Si* Perugia, Lecce 

40 1 634 

Maryland 

Beneventano; Cava dei Tirreni, Pescara 

840 

Kentucky 

Firenze, Roma, Verona, Pescara, Cava del 
Tirreni , Eeruoia- .. . 

12 382 ^ 

Nostrano del Brenta 

Verona 

1 853 - 

Beneventano 

Beneventano, Pescara 

4 966 

Xanti - Yaka 

Cava del Tirreni, Pescara 

5 448 

Perustitza 

Lecce, Cava dei Tirreni, Roma, Pescara, 
Beneventano 

4 898 ' 

Erzegovina 

cce, Roma, Pescara 

11 935 

Sumatra 

Roma, Cava dei Tirreni, Verona, Perugia, 
Beneventano 

701 


1) The Commission has not published any. data on a more recent year . 


Geudertheiner but there has been no substantial change since the 1970 regulation. 
The Germans merely dry the tobacco and then deliver the dried product to the 300 
curing centres. There is a very high rate of utilization of processing and 
storage capacity. 


F rance ; the 1970 regulation has drought greater differentiation as regards varieties, 
with a tendency to increase the black Paraguay, and first to stabilize, then to drop 
Burley and to reduce Nijkerk. Production is fragmented and producers are only 


N 

O 


marginally interested in expanding the area under tcbacoo crop and in experimenting W 




with new. varieties. An exception is Alsace where growers are intensively experiment^ 


ing with a Virginia variety, which; will bring the area under cultivation to' 100 hec-C/J 


tares in 197V. 


Italy : production; is more complex here, with eleven varieties grown in the eight 
districts, although matters have been simplified since 1969. The EEC regulation 
has had a narked: effect and the number of processors has fallen from; 628 in 1970 
to 195 in 1973, including 18b private and 10 monopoly operators. 


c o 

00 

00 




S our ce: https://www.industrydocuments.ucsf.edu/docs/y hjlOOO O 
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2. The coimon organization of the EEC market in raw tobacco 
Introduction 

As is the case for other agricultural products t the European Community 's 
common policy, for raw tobacco (1) has taken the elaborate form of a common market 
organization (2). Prior to the implementation of the common regime> about 90% of 
total EEC tobacco output was covered by, a guarantee, within the framework, of 
national marketing arrangements y that producers' crops would fetch prices assuring 
them of a fair income . The production of tobacco was - and in many cases still is - 
of vital importance to the economies of certain EEC regions where it constituted 
the only source of income , Hence there were social^ economic and political reasons 
for establishing common .provisions to provide EEC producers with guarantees con¬ 
cerning employment and Living standards equivalent to those afforded under national 
marketing arrangements . Moreover> a system of premia was set up in favour of pur¬ 
chasers of EEC tobacco with a view to ensuring that EEC tobacco output was sold in 
preference to tobacco imported from non-member countries under consolidated customs 
duties. 

The main objectives of the common organization of the market in tobacco 

are: 

- to ensure that the entire EEC output is sold; 

- to ensure that sales take place at prices guaranteeing adequate return to all 
EEC producers despite imports of lower-priced tobacco from non-EEC countries; 

- to guide EEC production so as to encourage quality improvement and crop adjust- 
ments y in particular the switch to varieties which are in greater demand or 
which are simply more competitive. 

Implementation of these objectives is provided for in regulation 
727/70 via a system of prices and premiaj an "alarm signal ,r and a safeguard clause « 
Since both prices and premia are of great political importance and because they 
must orientate production whilst taking account of current economic trends; they 
are fixed anew each year by the EEC Council of Ministers . 


(1) The coimon market organization concerns only , raw tobacco failing ■ under OCT' 
heading N y 24.02 (see elsewhere in this chapter). 

(2) EEC Council Regulation N° 727/70 of 21 April 1970 on the' common organization 
of the market in raw tobacco' (OJ N° L 94 of 28. 4. 1970) - see Annex 6 
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Guaranteed prices or intervention prices amount to a set percentage 
(90% in the case of tobacco) of ideal prices — called norm prices . These are 
paid to the producer by public bodies - called intervention agencies - on behalf 
of the Community ,. In order to protect EEC raw tobacco against competition by 
row tobacco originating in non-EEC countries (customs duties may , not be increased 
as they are bound under GATT provisions)j premia are granted to encourage not only 
the purchase of EEC-grown tobacco but also to provide an incentive to EEC producers 
to carry out primary processing operations which are necessary before the tobacco 
can be marketeo.L 

It is clear, however, that such guaranteed prices could lead to over¬ 
production and excessive financing costs to the Community. Hence an u alarm signal " 
is provided in the regulation . At the same time, a safeguard clause has been in¬ 
cluded to forestall excessive imports of non-EEC raw tobacco which could disturb 
the common market despite the protection afforded by the premia. 

Furthermore, if, in spite of the premia, not all EEC-grown tobacco is 
sold for processing in the Community, refunds may be granted to stimulate exports 
of the unsold tobacco to third countries . 

Finally, since none of the three new Member States produces any , tobacco 
and as they were only marginally concerned with the marketing of EEC raw tobacco, 
no special transition measures - eg. accession compensatory, amounts - were provided 
for by the Act of Accession, in contrast to other farm products. 

a) Prices 

Provisions relating to the different prices 

Norm, intervention and derived intervention prices are fixed for ref¬ 
erence qualities of the 19 EEC varieties of raw tobacco on an annual basis, by the 
EEC Council of Ministers. If a particular crop of a given variety does not cor¬ 
respond with the reference quality fixed: by the Council for this variety, inter¬ 
vention and derived intervention prices may be adjusted to take account of these 
differences in quality. 

Article 2(1) and (5) of Regulation 727/70 stipulates that norm, inter¬ 
vention and derived intervention prices are fixed each year by the EEC Council 
before August 1 for the next year’s crop. Annual price-fixing enables current 
economic trends to be taken into account and advance fixing also mean that pro- 

Source: https://www.industrydocumerits.ucsf.edu/d ocs/y hj10000 
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Table 20. EVOLUTION' OF NORM/ INTERVENTION AND DERIVED INTERVENTION PRICES 


AND PREM. 1970 1 - 1978 (units of account / kg) 



Badlscher Geuderthelmer 
Forchheimer Havanna lie 


2 Badischer Burley E 


3 Virgin D (Virgin SCR) 


„ a. Paraguay and hybrids 


Paraguay and hybrids 
Dragon vert and Hybrids 


5 Nijkerk 


6 Burley (Burleyx Bel) 


„ a. Misionero and; hybrids 
Rio grande and; hybrids 


Philippine 

Petit Grammont (Flobecq) 
Burley (Ergo x 6410, 
ExBursana 


Semois 
Appelterre 


Bright 


Burley I 
Maryland 


Kentucky and hybrids 
Moro di Cori 
Salento 


a. Nostrano del Brenta 
13 b. Resistente 142 
c. Gojano 


14 Beneventano 


15 Xanti-Yaka 


16 Perustitza 


17 Erzegovina and hybrids 


a. Round; Tip 
18 b. Scafati 
c. Sumatra I 


Brasile Selvaggio 
Other varieties 


1970' 


A CD BCD C ( l| D 



2 201 1 981 


2 033 1 830 




1 477|1 329 


1 704 1 534 



1 220 1 098 


1 662 1 496 2 075 


be 

i 

1 A 

! 

B 

1 264 

1 914 

1 723! 

1 200 

2 317 

2 081 

9 74 

j 2: 177 

111 959 

953 

1 497 

1 347 

990 

1 582 

1 424 

709 

1 790 

1 611 

903 

1 371 

1 234 

606 

1 112 

1 001 

i 

741 

1 331 

1 234 

744 

1 813 

1 632 



1 425 1 283 1 938 
1 425 1 283 1 938 


71 1 454 1 309 1 993 688 
71 1 554 1 399 2 096 848 


1 380 1 242 386 1 505 1 355 1 885 546 



1 372 1 235 1 8b1 997 1 483 1 335 2 020 1 156 


1 090 981 1 426 678 1 178 1 060 1 539 805 

2 125 1 913 3 082 1 190 2 168 1 951 ! 3 157T~43S* 


1 953 1 758 2 626 1 128 2 051 1 846 2 755 1 348 
1 749 1 5 74 2 362 1 0 70 1 837 ,1 65 3 2 481 1 ~202 


8 898 8 008 12320 4 953 9 706 8 735 131715 655 


175 907 816 


(1) A is the norm (or target) price 
B is the .intervention price 
C is the derived intervention pri 
D is the premium' 


Source:, https://www.industrvdocuments.ucsf.edu/docs/vbjl0Q00 
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Table 20 - Cant'd 


Variety 


Badischer Geudertheimer 
Forehheimer Havanna lie 


Badischer Burley E 



2 190 1 971 3 030 1 390 2 324 2 092 3 18 


2 617 2 355 3 386 


2 49913 575!1 623 


Virgin D (Virgin. SCR) 2 472 2 225 2 864 1 272 2 674 2 407 3 185. 


Paraguay and hybrids 
Dragon vert and hybrids 


Ni jkerk 


Burley (Burleyx Bel) 


Misione jo and hybrids 
Rio grande and hybrids 


Philippin 

Petit Grammont (Flobecq : ) 
Burley (Ergo x 6410, 
ExBursana 


Semois 
Appelterre 


Bright 


Burley I 
Maryland 


Kentucky and ; Hybrids 
Moro di Cori 
Salento 


Nostrano del Brenta 
Resistente 142 
Gojano 


Beneventano 


Xanti-Yaka 


Perustitza 


1 851 1 



1 712 1 


2 076 1 868 2 626 1 100 2 224 12 00212 8 


579 1 
798 1 


421 2 166 
618 2 392 



1 658 1 492 2 247 
1 925 1 733 2 524 


1 695 1 526 2 187 


1 651 1 486 2 235 1 202 



1 289 J1 160 11 670 823 1 289 1 031 1 577 904 


2 329 2 096 3 365 1 445 2-422 2 180 3 464 1 459 


2 206 1 985 2 947 1 358 2 294 2 065!3 041 I i 386 


Erzegovina and hybrids 1 981 1 783 2 682 1 230 2 064 1 854 2 740 1 242 


Round Tip 
Scafati 
Sumatra I 


Brasile Selvaggio 
Other varieties 
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Table 20 - Cont'd 


1 Variety 

1978 

Percentage increase j 

1970' - 1978' 1 

A 

B 

C 

D 

A and! B 

c 

i———— 

! B 1 

l a. Badiischer Geudertheimer 

i > b. Forchheimer Havanna lie 

2 362 

2 126 

3 224 

1 617 

29.64 

-~-- — -—- 

1 

20.57*'27,93 

**' 2 Badischer Burley E 

2 823 

2 541 

3 626 

li 658 

281.26 

20.43*'' 38.17 

j c 3 Virgin D (Virgin SCR) 

j — - - - - 

2 741 

2 467 

3 300 

1 631 

34.83 

33.06^67,45 

* ^ a, Paraguay and! hybrids 

b. Dragon vert and hybrids 

2 101 

1 891 

- 

1 315 

50.29 

- 

37.99 

5 Nijkerk 

2 04 7 

1 842 

- 

li 270 

38.59 

- 

28,28 

6 Burley (Burleyx Bel) 

y. - .. . —--——_ 

2 251 

2 026 

- 

1 098 

32.10 

- 

54.87 

^ a. Misionero and hybrids 
b. Rio grande and hybrids 

1 899 

1 709 


1 310 

48.36 

- 

45.07 

a. Philippin 

g b. Petit Gramraont (Flobecq) 
Burley (Ergo x 6410, 
ExBursana) 

1 662 

1 496 

- 

961 

! 61.52 

- 

58.58 

q a. Semois 
b. Appelterre 

1 992 

1 793 

- 

1 141 

63.28 

- 

53.98 

• 10 Bright 

2 302 

2 0.72 

2 926 

1 327 

38.51 

41.01 

78.36 

11a Burley I 

lib Maryland - 

1 648 

1 974' 

1 516 

1 777 

2 275 
2 575: 

[ 828! 

! 1 039 

15.65 

38.53 

17.39 

32.87 

23.40 

54.34 

a. Kentucky and hybrids 

12 b. Moro di Cori 
c. Salento 

1 754' 

1 579 

2 248: 

813 

27.10 

31.85 

110.62 

a, Nostrano del 1 Brenta 

13 b. Resistente 142 
c. Gojano 

1 676 

1 508 

2 261 

1 232 

22.16 

20.20 

! 23.57 

14 Beneventano 

1 295 

1 036: 

1 582 

904 

18.81 

10.94 

33.33 

15 Xanti - Yaka 

2 434 

2 191 

3 477 

1 494 

14.54 

11.87 

25.55 

16 Perustitza 

2 305' 

2 075 

,3 053 

1 419 

14.54 

16.25 

25,80 

; lr Erzegovina and hybrids 

^ . .. 

2' 070' 

1 863 

2 751 

1 254 

18.35 

16.47 

17.20 

a. Round tip 

18 b. Scafati 

c. Sumatra I 

10656 

9 770 

14793 

5 500 

22 .00 

20.07 

11.04 

jg a. Brasile Selvaggio 
b. Other varieties 

1 147 

I 

1 032 

- 

400 

30.34 

- 

128!. 57 


1) from 1973 to 1978 


^5ufc'e^lTTTp^/www:lfftf^ 
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SUPPLEMENT TO TABLE 20 


REGULATIONS QF EEC COUNCIL REFERRING TO THE PRICES AND PREMIUMS - 1970-1978 (1) 


= If 

Regulation concerning! : 

Regulation 

number 

Date 

Official 
Journal (OJ) 
Reference 

1970 

Norm andi Intervention 
Derived Intervention 
Premiums 

1464/70 

1465/70 

1466/70 

20,07.70 

20.07.70 

20.07.70 

L 164/17 

L 164/17 

L 164/28 

1971 

Norm and ; Intervention 
Derived: Intervention 
Premiums 

1063/71 

1575/71 

1576/71 

25.05.71 

19.07.71 

19.07.71 

L 115/22 

L 167/2 

L 167/16 

1972 

Norm and Intervention 
•Derived Intervention 
Premiums 

805/72 

2484/72 

2483/72 

17.04.72 

29.11.72 

29.11.72 

L 94/17 

L 269/5 

L 269/1 

1973 

Norm and Intervention 
Derived Intervention 
Premiums 

1362/73 

1363/73 

1364/73 

15.05.73 

15.05.73 

15.05.73 

L 141/36 

L 141/43 

L 141/49 

1974 

Norm and Intervention 
Derived Intervention 
Premiums 

1134/74 

1135/74 

1470/74 

29.04.74 1 
29.04.74 
4.06.74 

L 128/29 

L 128/36 

L 165/3 

1975 

Norm and Intervention 
Derived Intervention 
Premiums 

673/75 

674/75 

675/75 

4.03.75 

4.03.75 

4.03.75 

L 72/25 

L 72/32 

L 72/37 

1976 

Norm, Intervention, 
Derived Intervention 
and Premiums 

833/76 

. —— ■■ ‘j 

6.04.76 

L 100/12 

1977 

Norm, Intervention, 
Derived; Intervention 
and Premiums 

1169/77 

15.05.77 

L. 137/4 

1978 

Norm, Intervention, 
Derived^ Intervention 
and Premiums 

1348/78 

19.06.78 

L 165/5 


(1) For 1979'> see Annex C 











ducers are aware prior to planting what prices they may expect the following 
year. It is this aspect of price-fixing which helps to guide production. 

Table 20 shews the prices applicable during: the period 1970-1978 for all 
varieties of EEC tobacco (see following: page). 

Norm: prices (article 2) 

A norm price is an ideal (or target) price fixed with reference to 
the norm price for the preceding crop at a level which "takes account of the need 
to promote specialisation in accordance with the economic structures and the 
natural conditions of Community production and which presupposes the rational 
management and economic viability of undertakings while contributing to the imr- 
provement of quality and ensuring a fair income for producers" (Article 2(2) . 
Hence this price may be considered as expressing in figures the aims of the 
common agricultural policy for tobacco. 

The fixing of norm prices does not in itself guarantee that the 
entire EEC tobacco crop will be soldi. If supply of a given variety exceeds 
demand, prices may drop below the "ideal" norm price. In order to prevent an 
excessive fall in prices and at the same time to guarantee that all EEC-grown 
tobacco is sold with' a minimum return to EEC producers, minimum prices had to 
be fixed below which' the EEC authorities undertook to intervene by buying in 
the unsold quantities. These prices are called intervention prices. 

Intervention prices (Article 2) 

The intervention price represents 90% of the corresponding norm price 
(Article 2 (2)) . When prices are in danger of falling below the intervention 
price level, especially appointed public "intervention agencies" are required, 
at the producers' request, to buy any tobacco offered by producers at the inter¬ 
vention price (Article 5(1)). 

However, tnese intervention prices may be reduced or increased 
(Art. 5 (2) and (3)) to take account of differences in' the quality of the tobacco 
offered for sale- in accordance with a specific quality classification (.1) and 
with scales of price increases and reductions (21. Purchase at intervention 
prices may even be refused if the tobacco offered is damaged to a certain degree 
(Art. 5(4)) . 


( 1 ) 

( 2 ) 

(*)' 


Laid down by regulations !f°' 1727/70 (OJ N° L 191 of' 27. 8. 70/ and 715/73 
COJ N° L 68 of 15, 2. 73) - see Annexes 7, and 8: 


Fixed by regulations. N° 1728/70 (OJ ir L IV1 of 27.8. 70) and 716/73 
(OJ N° L 68 of IS: 3. 73), 


Council regulation (EEC) !)° 1581/79 of July 24, 1979 fixing price; 




for the 1979 marketing■ year - see Annex A\. N.B. For voaieziea 


rence dualities for t 

Source: 




1979 , 


si/ IW ' I 


cold, thtiiv 

;7 / JO, 
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Derived intervention prices (Article 6) 

Baled : tobacco obtained from EEC-grown leaf tobacco which: hcis undergone 
first, processing and market preparation may also benefit from the compulsory 
buying-in by the intervention agencies at so-called "derived intervention prices" 
(Art. 6(1)' and (5) ) . 

These prices may be paid (Art. 6(1)) not only to producers who* bale 
their leaf themselves but also to purchasers, who buy the leaf from the producers., 
provided, in both cases, that no premium: has been granted for the leaf in question.. 
Another condition for the purchaser is that they must pay a price at least equal 
to the intervention price (Art. 6(4)) in order to guarantee a minimum return to 
the producer who sold the leaf. So far, only varieties grown in Italy and Germany 
have benefited from these derived intervention prices. This is because such a. 
buying-in guarantee already existed! in Italy prior to the EEC market organization' 
and because German commercial practice dictated that the bulk of raw tobacco be 
marketed in the form of baled tobacco. 


These prices are called! "derived" prices because they cover the inter¬ 
vention price of the variety of leaf concerned plus the cost of first processing: 
and market preparation (see above) . As in the case of the intervention prices, 
these prices may be adjusted - ie. increased or reduced - in accordance with a' 
set quality classification and with scales of price reductions/increases (Art. € 
(2), (6) and (7)):. 

b) Disposal of tcbacco bought in by intervention agencies (Article 7) 

Leaf tcbacco bought in by intervention agencies undergoes first-stage 
processing and market preparation as required for reasons of conservation and 
marketing by the intervention agencies. However, the latter .nay also concl ude 
contracts for first processing, market preparation and storage CD . 


tks EEC Council of 15 February, 187 T lays■ down certain 
cts for first processing and marketing, preue.r 


rO. t W 
Tn aaenet e 


(1) Regulation N° 327/71 of 
rules relating, to contr 

storage contracts and to- disposal of tobacco held by- intervene 
(OJ N° L 39 of 27. 2.71), hile . Regulation A 7<> 2803/72 of the Commission of 
December 1971 lists- detailed rules for the conclusion of contracts f-'r fir¬ 
processing and market, preparation of tobacco, held- cv intervention agceo-ies' 


(OJ N° L 269 of Si. 22, 71) . 
of 23 December 1973 laying. 


y-ee-. also Regulation. N° 3389/73 of 
icon the vroceduvs. and- conditions 


7;/: 'C LCO, 
f :"o»: XhS 


tobacco held' by* Intervention agencies i.\OJ- tr‘ L 345 y of 15. 12, 71)-. 

(See annexes lly 12 ana 15,) 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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The leaf and baled tobaccos bought in by intervention agencies and; held 
at intervention centres (1) are sold by public auction or by tender. They must be 
disposed of in such a way as to avoid any disturbance of the market and to ensure 
equal access to goods and equal treatment of purchasers. In particular, disposal 
must not prevent the sale of a maximum volume of EEC crop through corrmercial 
channels with the aid of premia. 

Quantities of tcbacco delivered into' intervention during the period 
1970-1976- were as follows: 


Year 

Quantity (te) 

Major variety (%) 

197U 

7 824 

Burley (32); Xanti Yaka (39) 

1971 

9 015 

Burley (34); Xanti Yaka (42) 

1972 

3 015 

Beneventano (27) 

1973 

2 754 

Kentucky (47) ; Beneventano (53) 

1974 

3 034 

Kentucky (48); Beneventano (49) 

1975 

5 912 

Burley (39); Beneventano' (28) 

1976 

13 500 

Oriental (74); Beneventano 1 (28) 


Source: EEC Commission - Directorate General for Agriculture (DG VI-E-3) 


With regard to the sale of tobacco held by the intervention agencies, 
table 21 shows the quantities and varieties available under the abovementioned 
regulations during the years 1975, 1977 and 1978. It is perhaps significant that 
even as late as 1977 and 19/8, batches from the 1972 and 1973 harvests, were still 
available. 

c) Premia (Article 3) 


The system of price guarantees must come second to the free play of 
market forces (supply and demand) which enable producers to obtain higher prices 
for their product. However, as EEC-grcwn tobacco is not sufficiently protected 
against corrpetition by lcwer-pr iced tobacco from non-EEC countries by the consol¬ 
idated common customs duties (see below);, the only way in which to enable producers 
to obtain the higher prices available on the free market as opposed to the guaran¬ 
teed intervention prices is to grant premia. These premia are intended to encour¬ 
age not only purchasers to> buy EEC tcbacco but also aiim at inducing EEC producers 
to carry out first processing operations with a view 7 to marketing the raw tobacco; 


(1) Regulation N° 1467/70 of the EEC Council of 20. 7/70; 03' N° L 13.4/32 of 
27. 7. 70 — see' Annex 13a 
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Table 21. BALED TOBACCO 11 P10 BY INTER^gjT TOJ AGENCIES AND AVAILABLE: FOR' 
EXP ORT S ALE - S PECIFIC BATCHES NOTIF IED; IN 1975, 19?? AND 1978 


Variety 

. 

Year 

of 

production 

Quantity 

(te) 

i 

References 

(not included as annexes) 

Beneventano 

1070 

292 

Reg. (EEG)i 3085/75 Comm. 

Beneventano 

1970 

314 

27.11.75 (O.J. 1,308/14 . 
28.11.75) Held by AIMA- * 

Beneventano 

1971 

137 




743 


Xanti-Yaka 

1972 

552 

Reg (EEC) 1235/77 Comm. 

Perustitza 

1972 

376 

9.6.77 (O.J. L143/13, 

Erzegovina 

1972 

848 i 

10.6.77) Held, by:AIMA 

BALM' (2) 

Burley I 

1972 

425 


Burley I 

1974 

8 ! 


Maryland 

1974 

4 


Kentucky 

1972 

. 25 


Kentucky 

1973 

1285 


Bad!sober Burely E 

1974 

. 120 


Badischer Burely E 

1975 

55 

J 


Badischer Geudertheimar 

19 74 

108 


7 s che r Ge ude rthe i mer 

1975 

81 




3887 


Beneventano 

1973 

825 

Reg (EEC) 1571/78 Comm. 

Maryland; 

1975 

20 

30.6.78 (O.J. L 185/26, 
7.7.78) Held by AIMA 

Burley 1 

1975 

2110 

BALM 

Badischer Burley E 

1976 

L r - 

T24 

! 3Q?r 

1 

*- J 



C1) AIMA t 1 'Azienda di State per gli interventi nel rnsreato agrieolo, Rome . 

U; BALM : Bundesanstal t fOr landwirtsehaftlische Mark tor drt un g , Frank fur t/Mainu 




S§tarc<§!Wpin77fon^ 
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.These premia are granted 1 : 

- to purchasers who buy in leaf tobacco directly from EEC producers - by contract 
or at auction' sales - or who subject the leaf thus purchased to first process¬ 
ing and market preparation with a view to sale or use for manufacture into to¬ 
bacco products or for export to third countries (Art. 3 (1)); 

- to producers who subject their own leaf tobacco to first processing; and market 
preparation' when their products have been sold for manufacture or for export to 
third countries (Art. 3 (2) ) (Annex 15 and 15a) . 

Once these producers or purchasers of EEC tobacco have benefited from 
premia, they cannot then be granted intervention prices or derived intervention 
prices for the tobacco in question. In other words, the EEC makes it impossible 
for producers and purchasers to receive two grants for the sane tobacco whose 
aims differ fundamentally. Intervention prices and derived intervention prices 
are grants calculated to guarantee a minimum return to' producers or buyers of 
EEC leaf. The premia on the other hand, which are granted both to purchasers and 
producers of EEC tobacco who carry out first processing and market preparation 
operations, are intended to enable producers to obtain a higher price than the 
guaranteed or derived: intervention price. The principle is that as producers who 
do not themselves see to first processing: and market preparation can sell their 
tchacco on the market, they can expect to obtain a higher price than that offered 
by the intervention agencies. Moreover, producers who do carry out first process¬ 
ing: and market preparation operations in order to be eligible for the premium, 
must already have sold their tobacco on the market, possibly at a higher price 
than' the derived intervention price. It should be pointed out that these premia 
actually benefit the buyers of French, mainly State monopoly leaf and, in Italy, 
some families who run processing plants and the cooperatives which do not seek to 
sell their tobacco commercially but produce chiefly for intervention. Premia are 
negligeable in Germany and Belgium. 

In order to guarantee the norm price and to ensure the sale of 
EEC-produced tobacco, the premium is fixed separately for each variety. Its size 
is determined 1 by two coirponentts: 

- a corrponent calculated on the basis of 

(i) past and foreseeable outlets for the sale of the tcfoacco under normal 
conditions of corrpetition on the Corrrnunity market 

(ii) ' the influence of price trends for tobacco irrported from third countries, 

insofar as such tobacco can successfully conpete as a substitute for 
EEC-grcwn tobacco; and 


2024959S89 
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- a standard component designed to secure, in the best possible manner, the 
guaranteed price and income and to ensure the sale of Corranunity tobacco. 

These premia and the. related varieties are fixed annually, as are 
the prices, by the. Council.of Ministers for.the following year’s harvest, in 
order for purchasers or . processors to knar., in advance,, before , concluding pur¬ 
chasing contracts or before processing, the amount of the premium available 
to them. In recent years, these premia have been fixed at the same time as 
prices for the following year (see table 20). 

- The moisture content of tobacco 

It is important both for the granting of premia and for the procedure 
for handling! intervention quantities of tobacco that the actual weight of the to¬ 
bacco itself should be accurate, regardless of whether the tobacco is in the form 
of raw leaf or conditioned and packed in bales. Weight increases or losses (usu¬ 
ally the latter) nay occur, reflecting changes in! the moisture content of the to¬ 
bacco. 

Three supplementary regulations dealing with this point were published: 
in 1 1976 (1) which modify Regulations (EEC) N u s 1726/70 and 1727/70 (see p. 94 and: 
p. 86) describing the premium and intervention buying procedures: 

- Regulation 408/76 amends Regulations 1726/70 and: 1727/70 which refer to moisture 
content in general; 

- Regulation 409/76 fixes EEC methods for determining the moisture content of raw 
tobacco; 

- Regulation 410/76 defines the maximum losses permitted in the course of primary 
processing and conditioning of tobacco. 


(I) Commission Regulation (EEC) 408/76 of 23.2.76; OJ N° L 50 of 26.2.76 

Commission Regulation (EEC) N° 409/76 of 23. 2.76; OJ N° L 50 of 26. 2. 76 

Commission Regulation (EEC) N° 410/76 of 23.2: 76; OJ N° L 50 of 26. 2. 76' 

(see Annex 13b) 

N.B. For the 1979 crop see Regulation (EEC) 153d of 24.7. 79 - Annex C 


^Bu^^RJlj^§!7?w3?ri^lr!3ustr!^d6clifm6iTS!u^f!e^tFcl6c§7^PR^06od 
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<j) The alarm signal (Article. 13)._ 


Guaranteeing minimum hiding-in prices.cind.granting premia to encourage 
the sale of tobacco^ at. higher .prices. than would result, from the lav of supply and 
demand might lead to production surpluses. Buying in the surplus quantities at 
the guaranteed price would cost the Community a; great deal of money and 1 the finan¬ 
cial burden could be made heavier still by increased storage costs and higher 
export refunds. 

In order to prevent such surpluses from developing, the EEC Council of 
Ministers can take special measures to deal with over-production of a spe¬ 
cific variety (or group of varieties) of tobacco or with global over-production, 
regardless of variety, under Art. 13. 

If, for a given variety of group of varieties, the quantities bought 
into intervention (of a single harvest) exceed a given percentage of total pro¬ 
duction or a given volume, the Council examines the situation on the basis of a 
Cbmmission report, and may then take one of the following measures, as appropriate: 


- a reduction in prices and/or premia; 

- lowering of the intervention'price level, ie. the level of the guaranteed prices; 

- excluding some or all of the qualities to the variety or group of varieties con¬ 
cerned from, intervention buying, (Art. 13 (1) , (4) and (5). 

Council Regulation N° 1469/70: (i)- quantifies the provisions of Art. 13. 
If a fifth of the production of a variety or group of varieties is taken over by 
the intervention agencies, this would indicate an imbalance between production and 
demands 


If production exceeds a fixed percentage of average production during 
the three preceding crop years, the Commission must submit to the Council a report 
analysing the causes and; repercussions of the situation, and proposing remedial 
action. 


The percentages referred to in Art. 13 (1) of Regulation N° 727/70 have 
all been fixed at 2o% and the corresponding quantities (in tonnes) are as follows 


( 2 ): 


JS3 

8 

C£ 

CS1 

$ 

S' 


Cl) 0J N° L 164/35 of 27.7.70. See Annex 14 

(2) These quantities have been veduced for the 1979. crop by Council Regulatncn .... 

(EEC) 1530/79 o f 24. 7. 79 - see. Annex B 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO .,..LT? 
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1. Badischer Geudertheimer 


10. 

Bright 


2 

ouo 

Forchheimer Havanna 

• 800 

11. 

Maryland 

- 

i , 

200 

2. Badischer Burley 


600 


Burley I 

mi 

r 5 

3. Virgin' SCR 


200 

12. 

Kentucky etc. 


i 

400 

4. Paraguay etc. ' 



13. 

Nostrano del Brenta etc; 

i 

200 

5. Nijkerk j 


9 700' 

14. 

Beneventano 


i 

200' 

6. Misionero etc. J 



15. 

Xanti-Yaka 


i 


7. Burley 


100 

16. 

Perustitza 


4 

000 

8. Philippin 



17. 

Erzegovina 

j 



Petit Grammont 


300 

18. 

Round tip etc. 



80 

Burley 

J 


19'. 

Brasile Selvaggio 



10 

9. Semois 

1 

60 






Appelterre 

i 







If production of all varieties benefiting! from premia exceeds average 
output of these varieties during the three preceding crop years by 20%, the EEC 
Council nay, on the basis of a Commission report, take "suitable measures". 

These may "include a reduction of the norm prices involving a corresponding re¬ 
duction in the amount of the premium for the varieties which are most heavily 
supported and the volume of whose production has increased most t in particular in 
conjunction with an increase in the area cultivated" (Art. 13 (6)). 

The Conmission report on the basis of which the Council's decisions 
are taken must analyse the causes and the foreseeable consequences of the surpluses. 
In addition to this report, the Conmission submits to the Council ani assesment of 
the foreseeable effects on enployment and the standard of. living of the producers 
concerned of each' of the measures which the Commission proposes be taken' (Art. 13 
(8)). Furthermore, ini view of the special nature of problems which nay arise in 
the tobacco sector, the Conmission nay, where circumstances require, prepose to 
the Council a programme of aids not tied to products - eg. structural or social 
aids. 


~ Actions taken under Article 13 (Regulation N° 727/70 

In line with the so-called "market management" provisions of the basic 
regulation, the Council must, on the basis of a Commission report, review the sit¬ 
uation if intervention' buying-in of a particular variety exceeds a certain level. 

Thus, Art. 13 (1) lays down that: 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO - ;i 


268626^202 
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'Where^ for a variety or group of varieties, the quantities taken over by the 
intervention agencies exceed, for a particular crop-, a stated percentage of 
production, arid in any case a stated quantity, the Council shall examine the 
situation on the basis■ of a report which the Commission shall submit to it at 
the end of the marketing yea.r and not later than 30 April of the calendar 
year following that of the crop. " 

The percentages and quantities ini question were fixed: by Council 
Regulation N° 1469/70 of July 20, 1970 Cl). 


In practice, it has not been possible to prepare the reports by the' 
deadline given in Art. 13. Thus, as intervention buying for the 1971 crop (the 
second falling within the Common Agricultural Policy) did not begin until the 
end of 1972 and as final data from the Italian intervention agency were not sup¬ 
plied until 1974, the Commission's report to the Council concerning the 1971 crop 
did not see the light of day until July 1974 (2). 

In fact, as regards the 1971 harvest, the 4 000 ; tonne ceiling and 20% 
of production specified in the regulation were exceeded (after baled/leaf weight 
correction! factors had been applied (3) in the case of the oriental tobacco group 
Xanti-Yaka, Perustitza and Erzegovina, while Nostrano del Brenta exceeded the 20% 
of production only. 

In the light of forecasts for subsequent harvests and marketing, the 
Ccnmission proposed the following: 

- N ostrano del Bren ta: the gradual cutback in production, the increase in premia 
for the following years and the fixing of an 0.22 ha/kg refund! for the 1973 
crop were sufficient to remedy the difficulties which had confronted the 1971 
crop. 


- Orien ta l varie t ies : special treatment for the Xanti-Yaka variety as it was 
difficult to dispose: of; in addition, the intervention price for the 1975 crop 
should be reduced! to 80% of the norm price to discourage intervention! selling!. 


(1) see OJ. N° L 164/35 of 27.7. 70 (Annex 14) 

(2) Commission SEC (74) 2628 final 

(3) Regulation (EEC) N° 1726/70 of the Commission of 25.8.70; OJ- 11° L 191 of 
27.8-.70 - see Annex IS. 






Source: 
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In 1975, the Commission reported to the Council that intervention' 
buying for the 1972 harvest of Beneventano was in surplus (i 1), and by end-1976 
it had became apparent that the market for Beneventano had reached a critical 
state (2)', characterised by a serious imbalance between supply and demand. 

The maximum quantity allowed for intervention (1 200 te p.a.) was exceeded in 
1973 (1 469 te) and in 1974 (1 469 te) , while an even larger surplus was forecast 
for 1975 ( 2 200 te):. 

The causes of the Beneventano crisis seemed clear. Beneventano is 
a dark tobacco previously used by the Italian State monopoly for its more popular, 
average-quality brands of cigarettes (eg. "Alfa" and "Nazionali") . As the stand¬ 
ard! of living rose and consumer taste veered towards lighter, better-quality to¬ 
bacco, the market for Beneventano contracted considerably. At the same time the 
State monopoly was obliged, as competition became freer, to remove the protection 
from which this type of tobacco had: indirectly benefited. Also, the Commission 
pointed out in its report, Beneventano was hardly competitive on the EEC market 
with its low yield, labour-intensive cultivation' on small, low-fertility plots. 

On the basis of this analysis, the Commission proposed the following 
measures which were embodied in two Council regulations (3 ): 

- a cut in the intervention price from 90% to 30% of the norm price; 

- a reduction' of the quantities taken into intervention to 75%, 50% and 25% of 
the 1975 harvest in 1977, 1978 and 1979 respectively; 

- a special aid of 500 units of account per hectare planted with other varieties. 

According to Commission forecasts, the three-year programme (1977-1979) 
will reduce the area planted: with the Beneventano variety from' 4 700 ha in 1975 
to 1 500^-1 800 ha in 1979, resulting in' a considerable saving on buying-in and 
storage costs for the EEC Farm Fund (EAGGF) (4). 

A more recent instance of market management measures again involved 
the oriental tobaccos. In October 1978, the Commission reported to the Council 
on the volume of intervention purchases for the 1976 harvest (5) . The 14 000 te 

(1) Commission COM (75) 486 final 

(2) Commission COM (76) 724 final., published- as a European Parliament working paper- 
(533/76 of 31.1. 7.7.1, followed, by Document 549/76 of 4. 2. 77 reporting on the 
Commission's proposal for special measures■ for- the Beneventano variety. 

(3) EEC Council Regulation N° 339/77 of 14. 2. 77; OJ N° L 48/4 of 19. 2. 77 hioi vncin- 
EEC Council Regulation N° 488/77 of 10.3. 77; OJ. N° L 65/20 of 11. e. 7/)-aza An- 

VI 3 

(4) see footnote p. 74 

(b) Commission COM. (78) 417 final. 
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of leaf purchased exceeded both the stipulated maximum of 20% of production and 
the 4 000 te quantitative ceiling. 

The following conclusions were drawn: 

- despite stagnating demand and high stock levels, 1977 ought not to have seen 
such a large volume of intervention buying (the 4,000 be ceiling should not have 
been exceeded, particularly as regards Erzegovina); 

- the short-to-medium term forecasts are for only 20' 000 - 22 000 te annual sales 
of baled tobacco as against an average output of 27 000 te during the period 
1975-1977; hence there is an overriding: need for reorganisation by encouraging 
more rational planning: to grow other varieties and by improving the quality 
criteria which must meet the real demands of the market; 

- the difficulties encountered in this sector are chiefly attributable to the 
Erzegovina variety as growing methods have unnecessarily increased growth at 
the expense of quality; 

- production of these tobaccos is peculiar to Southern Italy where the relative 
size of farms (very small holdings) suggest the need for cautious action under 
Art. 13 of Regulation N“ 727/70, taking account of the fact that soil and 
weather conditions do not leave much scope for changing growing methods or 
switching to other varieties; 

- the Ccmnission'will encourage contractual economies and associations between 
producers and has initiated action in the field of agronomic research to study 
soil and: climate conditions for each producing: zone, genetic improvement and 
improvement of production and drying methods; 

- an agricultural research programme dealing with oriental tobaccos will be im¬ 
plemented: starting with the 1979 crop; the programme: will aim at medium-term 
quality improvements. 

The Commission has proposed that the intervention price for the 
Perustitza: and Erzegovina varieties, whose quality has considerably decreased 
due to genetic- degeneration of the seed: used, be reduced 1 from 90% to 80% of the 
corresponding norm price for the 1979 and 1980 harvests. CM 


Cl). The Council approved this proposal- for the 1379' o.nd 1330 crops 
(EEC) 1557/79 of 24.7.79'; CJ jl° L 188 of 26. 7.79p. 14 


2024959S95 
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In a more general sense, the Council is currently discussing a proposal 
to amend Art. 13 of Regulation 727/70 with a view to more positive market manage¬ 
ment through appropriate measures not only when an exceptional situation arises, 
but also when such a situation seems likely to develop, ini particular where it is 
apparent, in the case of a single crop, that expansion of the area under cultiva¬ 
tion is to blame. 

The proposal will include measures to achieve a better balance between 
production! and: demand, to reduce stocks and, if necessary, to take steps to ensure 
that producers continue to enjoy a reasonable standard 1 of living CD . 

The Council is also discussing a parallel proposal to amend Regulation 
1469/70' which originally fixed the oercentages and quantities in terms of the 1967, 
1968 and: 1969 crops. The production of EEC varieties has changed since that time, 
with' increases in sane cases and reductions in others. 

The idea is that the 20% of production criterion should be maintained 
but that the quantitative ceilings should be raised; in seme cases and lowered in 
others in order to ensure better management response before stocks begin to build 
up. This is particularly significant in the case of Nostrano del Brenta and : Bens~ 
ventano and the oriental group total would be sub--divided to enable separate 
assessment of each variety (2). 


e) Export refunds (Article 9) 

World market prices for tobacco are usually lower than the guaranteed 
EEC prices. Geographical situation, size of undertakings and law labour costs are 
the main factors which explain the gap between EEC and world market prices. In 
order for EEC-grown tobacco to be exported to the world market at prices, to the 
producers, obtaining in the EEC, refunds may have to be granted to make up the 
difference between, the two prices (Article 9) . 

These refunds can be fixed at different levels depending on the variety 
to be exported, on the uses it is to be put to and on the country of destination 
(Article 9(1)), -.The amount of the refund is determined within the limits of the 
incidence of the CCT duty, calculated on the basis of average offer prices in 
third countries. Only baled tobacco is eligible for export refunds. Raw tobacco 
must first be baled before marketing, for conservation purposes (3 ), 

CD The -proposal was accepted on July• 24, 1979. (Council Regulation (EEC). 1579/79) t 
see Annex A 

(2) The quantities for the 1979 crop are fixed in Regulation (EEC) 158G/72 of 
July, 24, 1979 - see Annex C 

(3) EEC Council Regulation N° 326/71 of 15,2.71 laid down general rules for ike 
granting of export refunds on - ra:i)< tobacco and criteria for fixing the axryni 
of suck refunds (OJ N° L 39 of 17.2.71) - See Annex 16 

Source: https://www.industrydocunnents.ucsf.edu/docs/yhilOOOO 
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Export refunds are fixed upon application by the exporter in accordance 
with the management committee procedure (Art. 17)'. But the Commission nay, if 
necessary (eg. because of tile urgency of a decision) , at the request of a Member 
State or on its own initiative, alter the refunds in the intervening: period 
(Art. 9 (2):):. 

Export refunds have been granted only for some Italian and German 
varieties (d). One reason for the grants being made was that substantial quanti¬ 
ties of these varieties had had to be bought in by the intervention agencies in 
the preceding: years and had remained unsold both for manufacture and for export. 
Another reason was that there was actually some demand for these varieties in 
certain third countries, in particular in Eastern' Europe and the Mediterranean 
region. Finally, it should be pointed! out that Italy exports over half its raw 
tobacco output. 

Recent figures for export refunds granted for the 1975-1977 harvests 
are shewn in' table 22. 

f) Other provisions 


The safeguard clause against excessive 


yrts (Article 10) 


In the event of the EEC market experiencing or being threatened by serious 
disturbances liable to endanger the objectives of the Coirmon Agricultural 
Policy (2) through imports or exports, appropriate measures may be applied' 
to trade with third countries until the disturbance or threat of disturb¬ 
ance has ceased to exist. Such measures are taken by the EEC Council or. 


Cl) Commission Regulation N° 270/75 of 31 . 1. 75 fixed export refunds for the 1974 
crop of rau tobacco (OJ N° L 30 o f 4. 2. 75) . Regulation 11° 718/75 (OJ L 71 
of 20. 3. 75) supplemented Regulation N° 1220/74 COJ N° L 13.3 of 16. 5. 74) in. res¬ 
pect of certain types of tobacco from the 1973 crop. The references in 
table 22 refer to the 1975, 1976 and 1977 crop years. 

(2) These objectives are, according, to Article 39 of the EEC Treaty:. 

(a) to increase agricultural productivity by promoting, technical progress arid 
by' ensuring the ratio-noil development of agricultural production and the 
optimum utilization of the factors of production, in particular labour; 

(b) thus to 1 ensure a fair standard of living for the agricultural community, 
in particular by increasing the individual earnings . of persons engaged in 
agriculture; 

(a) to' stabilize markets; 

Id) to ensure that supplies reach consumers o.i reasonable prices; 

(e) to assure the availability of supplies. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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E XPORT REF UNDS GRANTED FOR TH E: 197b.. 3976 AND1977 H ARVES TS (BA LED) 


Variety 

Serial 

Nr 

Harvest (refund! : units of 
account /Kq ) 

t 

Destination : 

.all third countries 
except : 

1975 

1976 

1976 

1977'"’ 

Badischer Geudertheimer 

la 


0.28 


0.28 


Forchheimer Havanna 

lb 


0.28 


0.28; 


Badischer Burley 

2 


0.28 


0.28 


Burley 

1 la 


0.21 


0.19 




„ 




except USA & Canada 

Maryland 

lib 


0.21 


0,19 


Kentucky etc 

12 




0.19 


Beneventano 

14 


0/21 


0/ 16 


Xanti-Yaka 

15 

0.22 

0.18 

0.23 

0,22 








except Greece, Turkey 

Perustitza 

16 

0.22 

0:. 18 1 

0.23 

0.22 








and Yugoslavia 

Erzecjovina 

17 

0.22 

0.18: 

0.23 

0.22 


Round tips etc 

18 


0,70' 


0.64 

except USA & Canada 

Regulation: EEC/Comm. 


1370/78 

788/77 

2666/775 82/’’S 

s 

! The se re gu1afcion s 

date 


2 2,6/7 8 

1 &4? 7 

111 2.7 7 

2 2.378 

: are not included 

Reference O.J* 


E166/31 

L94/14 

1 

LjC9/10L79/2 1 

jin the annexes. 

! 

c.a ce 


2 3678 

194771 

21277 

233.78 

j 

Comments 


Excep¬ 

i 

No CCiT 

i-Slump! For 18: 


. 


tional 

ments 

rn | 

V. Lim- 




case 


onen- 

-i ted 




for o- 


tals 

markets 




rient- 



& high 




als i 



costs 




world 



of com- 




prices 

| 


merci’a- 



: | 

fallen- 

i 

I 

liza- 


>■ 



i 

|_ 


tion 



in the event of an emergency, toy the EEC Commission under the control of 
the Council (Art. 10) , Such measures iray consist m quantitative res¬ 
trictions on imports or exports considered to be in line with Article XIX 
of the GATT. 


No recourse has been had to the safeguard clause to. date, and indeed it 
seems unlikely that it ever will. The Ccnmunity is a net importer of to¬ 
bacco since its own production is too small! to meet, the: demand of its 
manufacturing industry. Moreover, it would be easy for the Common!try to 
remedy any difficulties through- the granting of premia or export refunds. 
Furthermore, enforcement of the safeguard clause: would raise serious, poli¬ 
tical problems with the: third countries affected toy the: ensuing trade 




Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 














restrictions. It is for these very reasons that similar safeguard clauses 
provided for under the common market regimes for other agricultural products 
have rarely been used and only in very exceptional circumstances. 


(ii) The management conrnitfee for tcbacoo (Article 16) 


Like other common market organizations in the agricultural field, the 
common market in tcbacoo is managed by a Committee made up of represent¬ 
atives of the nine Member States presided over by a Commission represent¬ 
ative (Arts. 16-18), This procedure enables Member States and the EEC 
Commission to remain' in close touch with the management of the different 
common market organizations. 


The main management measures taken under this procedure are: 

- determining the contractual clauses linking producers and purchasers 
which specify the price payable to the producer and the amount of the 
premium to which' the contract gives entitlement (Art. 3 (3) )’; 

- the fixing of scales of intervention price increases and! reductions de¬ 
signed to take into' account differences in quality and the procedures 
and conditions under which intervention agencies take over (Art. 5 (6) 
and Art. 6 (10)); 

- determining the procedure and conditions under which disposal by the 
intervention agencies my take place (Art. 7 (4)0; 

- the fixing of export refunds (Art. 9 (2) ) . 

The procedure under which the management committee takes decisions can be 
summarized as follows. The Commission representative submits a draft of 
the measures to be taken. The Committee adopts its opinion, in principle 
by a qualified majority of at least forty-one votes (1) , but in actual 
fact voting is often unanimous. If the Committee's opinion agrees with 
the measures proposed by the Commission, the latter adopts the measures 
which are immediately applicable. However, if the Committee's opinion 
does not tally with the proposed measures, the Commission notifies the 
EEC Council of the measures it proposes to take.. The Council then has 
one month in which to take a different decision. If it fails to do so 
within that time, the Commission Is free to adopt its own measures. 

(lj The votes are weighted according to' the importance of the different Memoir- 
States (Article 148 (2) of the- EEC Treaty as amended: by Article 14 of the 
Act of Accession. 
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g) Results of the common tobacco regime 

The Commission's report oni the agricultural situation in 1978 : (1) 
says the following: about the common market in tobacco: 

"The tobacco sector has undergone a far-reaching change in its production structure 
(development of cooperatives) and marketing , structure (rationalization and' concent¬ 
ration of undertakings•) since' the entry, into force of the common organization of 
the market in 1970 in the direction of better adjustment to market conditions 

The Commission's comment is illustrated in this and previous chapters 
as regards production, yield and! area per graver. 

The first years of the common tobacco market were marked by over-pro¬ 
duction of Xanti-Yaka and Burley, two Italian varieties. The surplus was largely 
due to the difficulty of forecasting raw tobacco output. Indeed, crops are not 
infrequently marketed up to two or three years after the guaranteed prices have 
been fixed 1 by the EEC authorities. The 1973 harvest of Xanti-Yaka and Burley 
was more competitive than previous crops. 

In order to reduce or at least limit these surpluses, the EEC has 
extended the availability of export refunds for these (baled) varieties to exports 
to specific third countries, in particular those of the Socialist bloc, which have 
shewn particular interest in such EEC exports. 

More recently, action has been taken under Article 13 - the "alarm 
signal" - of Regulation' 727/70 which seeks to'balance supply of and demand for 
several Italian varieties (see under d) above) . Caution must be the watchword 
here, however, as the varieties in' question^ which' are grown in Southern Italy, 
constitute the livelihood of a large number of elderly and unskilled workers 
whom it would be impossible to retrain for other purposes in these areas. There 
is evidence that the drop in the prices for these varieties, limited to Italy only, 
is due to defective graving and marketing methods rather than to a radical change 
in the Italian smoker's taste in cigarettes. Hence the solution to the Burley and 
Xanti-Yaka "crisis" is to be found not only in an appropriate FTC export policy but 
also in the streamlining of Italian marketing structures. 


Cl) Commission COM (79/SC) finals parts I and II 
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The situation in France has been more satisfactory since all French 
tcbacco has so far been bought in by the French monopoly, so that no intervention 
has been necessary. French producers are de facto obliged to sell their production 
to tthe State monopoly in order to ensure their outlets for subsequent years. But 
although French producers have obtained higher prices than those offered by the 
intervention agencies, they are dissatisfied with the more than modest increases 
ini the prices for different crops. 

Prices and premia 

With regard to the fixing of prices, these have not, during: the first 
years of the common tobacco market, played the guiding: function they should have 
according to EEC legislation. This failure was due to the difficulties that are 
generally experienced' during any transitional period. After those "teething" 
years, prices were fixed earlier in order for them to be able to play their 
proper guiding role. Basically, however, there remains the question whether 
price-fixing is really the best way of orienting production or whether it should 
toe re-examined' in the framework of a global and fundamental review of the Common' 
Agricultural Policy, as has new begun to be discussed:. 

More particularly concerning the premium system, the European Parlia¬ 
ment has criticised : the very principle of granting premia on the grounds that 
they chiefly benefit the French ironopoly <1), which alone in France carries out 
first processing and market preparation of tobacco. One of the more influential 
Euro-MPs even' raised the question whether the premium system would not be better 
replaced by a system of direct aids to producers (2 ). Such a system would be a 
better way of meeting the general social objective of the Common Agricultural 
Policy which is to favour tobacco growers' interests in areas where tne mainte¬ 
nance of this agricultural activity is vital from an employment and standard of 
living 1 2 point of view. 

Finally, an' important point to bear in mind 1 is that both' price-fixing 
and premium-fixing toy tne EEC Council are political moves: prices and premia 
rarely reflect tne objective technical criteria applied by the Commission in its 
proposal to the Council. Moreover, there is the fact that the premia actually 
mostly benefit France and Italy. 

All in all, at this point in time it would seem that the tcbacco sector 


(1) European Parliament Resolution (0J N° C 112/40 of 27.10. 72'} 

(2) European' Parliament Debates N° 1S4 3 October 197.2 3 p. 148 

- - 
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is in a reasonably tranquil state compared to other agricultural sectors. Tobacco 
is not mentioned in a recent report on EEC Commission proposals for ly79/1980 
drawn up by the European Parliament's Committee on Agriculture, analysing; the 
problems and dangers currently facing the CAP Cl)!. A number of adjustments 
have, however, been requested by various interests and changes will most certainly 
be operated with a view to Greek accession' to' the European' Community. 

3. EEC imports/expor ts of leaf tefoacco 

In 19/7, the European' Community maintained its position as the largest 
tcbacco market in the world. 

The Nine's total imports of raw leaf tobacco in 1977 were as follows: 

Country - B/L NL D F I UK IRE DK EEC 

Volume 37.9 65.7 138.3 44.0 2y.3 M2.6 7.0 16.5 481.3 

(te x 1(F) 

Total imports (481,300 tonnes) amounted to around three tines indigenous 
EEC production and to just under one tenth of total world output. 

Major intra-EEC flows of indigenou s EEC tobacco in 1977 were as follows: 


From 

To 

Quantity 



Germany 

Belgium/Lux 

1 057 te 

- 12% 

of production 

France 

Belgiurr/Lux 

1 093 te 

- 2% 

of production 

Italy 

Belgium/Lux 

1 443 te 



Italy 

Germany 

19 849 te 

- 21% 

of production' 

Italy 

France 

1 793 te 




25 235 te 

These amounts, totalling just over 25 000 tonnes, represent 15% of 
all the raw leaf produced in 1977 and just over 5% of total imports. 

The' only significant exports from the Community were from Italy, 
which exported 17 450 tonnes to third countries in 1977. 

France imported 42 000 tonnes' of baled leaf tobacco from third 
(1) European Parliament Working: Document 11° G7b/78 of 2, Z. 1979 

.edn/ctees/yhi fQOOO - -— 
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countries and Italy imported 29 296 tonnes from norr-EliT countries. 

4. The Common Customs Tariff 

EEC' corner cial policy for tobacco aims, on the one handy at protecting 
EEC manufacture of tobacco and, on the other, at protecting EEC production cf raw 
tobacco by means of a Cbirrron Customs Tariff (CCT) . Custans duties also of course 
play a fiscal role, ie. the procurement of resources for the Community. Customs 
protection may be reduced either to obtain reciprocal advantages in the framework 
of agreements with third countries, or to ensure the supply of raw products or to 
help the developing countries ini the framework of the Community’s Generalized 
Scheme of Preferences (GSP) . More CCT cuts are likely at present following the 
multilateral trade negotiations between GATT contracting parties (the Tokyo Pound) 
which include the large majority of the world's trading nations. 

The full CCT duties for manufactured tobacco are much higher than those 
for raw tobacco. This seems to follow the usual pattern according to wnich raw 
materials are subject to lower duties compared with the products manufactured! from! 
these commodities. 

The Benelux countries - ie. Belgium, the Netherlands and Luxembourg - 
have repeatedly been authorized to waive the CCT duties on imports of manufactured 
tobacco from third 1 countries (CCT duties on these products have been applicable 
since July 1, 1968). The last such derogation granted 1 by the EEC ran until 
June 30, 1976 (1). 

Under this derogation, the Benelux countries were allowed to apply 
reduced 1 rates on irrports of manufactured tobacco originating in third countries. 
These rates were as follows: 

45% (instead of 90%) 

30% (instead of 52%) 

35% (instead of 117%) 

35% (instead of 65%) 

The Benelux countries already applied the CCT duty on "other manufactured 
tobaccos, including agglomerated tobacco in the form of sheets or strip" (CCT 1 sub¬ 
heading; 24.02E) . 


(1) EEC Commission Decision N° 356/75 of 9. 7. 75; 03 N° L 232/19 of 9.9:75.. 


CCT N° 24.02 A. Cigarettes 

B. Cigars 

C. Smoking tobacco 

D. Chewing tebacco and snuff 
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These derogations were granted because alignment of Benelux duty 
rates on those ofi the CCT would have resulted in' a considerable increase in the 
price of tobacco to the consumer which would have node it very difficult, in 
practice, for third country manufactured tobacco to enter the Benelux countries. 
Moreover, the latter were unable to counter the increase in selling prices by 
reducing excise taxes on' the products in question as this would have had serious 
inplications for budgetary revenue. 

Denmark, Ireland and the UK progressively brought their tariffs into 
line with the CCT. Alignment was complete on July 1, 1977. Belgium, the Nether¬ 
lands and Luxembourg have been' authorized to maintain their lewer customs duties - 
the same in all three countries which' are linked in a customs union - on all 
manufactured tobaccos for as long as necessary - ie. as long as they cannot reduce 
excise duties for budgetary and economic reasons. 

Zero or reduced rates of duty on raw and manufactured tobacco imports 
have been granted to Greece, Turkey, several other Mediterranean countries and the 
countries and territories covered! by the Lome Convention. 

a) Full duties 

The present CCT rates applicable to imports of raw (heading 24'.01) 
and manufactured tobacco (heading 24.02) from third countries into the Community 
were originally listed in a Council regulation of 1968, which is amended annually 
(1 ). The duty rates shown in Annex 17 feature among the highest in the CCT - the 
autonomous rate for cigarettes and smoking tobacco is no less than 180%. 

As is the case for other CCT duties, these rates have been calculated 
on the basis of average national tariffs in the six original Member States. 

Because of their ad valorem nature, these duties affect the higher- 
priced products more than would the duties levied on other agricultural products, 
which are of a specific nature. 

Duty rates fall into two categories: conventional and autonomous 

rates. 


(1) see EEC Council Regulation 11° 2300/73 of 27.11.78 amending Regulation 

N° 950/68 on the Common Customs Tariff {00 W°' L 235/1 of 1.12. 78) - Annex. 17 

. 
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In principle, conventional rates only apply to goods imported! from' 
countries which are Contracting Parties to the General Agreement on Tariffs and 
Trade (GATT) or from countries with which the EEC has concluded agreements, 
featuring the Most Favoured Nation clause. Conventional rates are rates which 
are "bound" or "consolidated" 1 under GATT, ie. rates which may not be increased 1 
unilaterally by the Community or by other GATT Contracting Parties. In other 
words, conventional rates cannot be modified by a GATT Contracting Party without 
the agreement of all the other parties. Only autonomous rates may be unilaterally 
raised by a Contracting Party . 

The CCT duty on tobacco of a value, per package, of not less than 
280 UA/100 kg net weight (CCT sub-heading N° 24.01-A) was not bound until 
January 1, 1975, following a request by Brazil and the United States during the 
compensatory talks under GATT XXIV (fa) Cl ). 

As far as the three new Member States are concerned, Articles 39 (.1) 
and 31 (1) of the Act of Accession required than gradually to bring their customs 
tariffs into line with the CCT. The difference between each CCT duty and the 
corresponding national duties as applied on January 1, 1972 was to be reduced by 
60% on January 1, 1975, by 30% on January 1, 1976 and abolished by July 1, 1977. 
Special provision, was made under Article 41 of the Act for them to proceed more 
rapidly if they wished. 


In the UK and Ireland, imported raw and manufactured tobacco were sub¬ 
ject to fiscal duties made up of two components whose respective importance had 
not been determined. One of the components was of a protective nature in the form 
of a customs duty proper, while the other component was of a fiscal nature. The 
problem for the EEC Commission was to separate these, two components with, a view to 
replacing the fiscal component by an internal excise duty and to bringing the 
protective component into line with the CCT (see Chapter 6) while gradually abol¬ 
ishing it altogether in trade with the other Member States. 


Cl) , These compensatory negotiations - held, from 1973 to mid-1974 - concerned the 
tariff cuts to- be granted by the EEC to. GATT Contracting Parties as compensa¬ 
tion for the losses suffered by these Parties as a result of the increase in 
customs duties in. some EEC Member States following- EEC enlargement. 


yls regards raw tobacco, the USA and Brazil 
dollars on- exports to the EEC. In actual f. 
not due to the introduction of the CCT on U 


tainted a- loss of 21 million 
at, however, these losses were 
' imports - British customs duties 


on. tobacco had: been higher than those imposed by- the CCT - but to the appli¬ 
cation of the CCT on Danish imports which- had hitherto been- duty-free. 
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By its Decision of February 27, 1973 addressed to the UK (1) and its 
Decision of March 6, 1973 addressed to Ireland (2) , the EEC Commission authorized 
the UK - until January 1, 1978 - and Ireland - until January 1, 1976 - temporarily 
to maintain the fiscal component of their duties on raw and manufactured tobacco 
imports. These authorizations were granted in accordance with Art. 38(3) subpar. 1 
of the Act of Accession^ the Commission having found there would be "serious dif¬ 
ficulty" - especially for the UK - in replacing these fiscal ccrrponents, as render¬ 
ed possible by Art. 38 (2) of the Act of Accession, "by an internal tax which is 
in. conformity with Article 95 of the EEC Treaty" (3)\ 

By the same decisions of February 27/March 6, 1973, the Commission 
also fixed, in accordance with Art. 38 (3); subpar. 3 of the Act of Accession, the 
protective component of the British and Irish fiscal customs duties applicable to 
raw and manufactured tobacco which were to be brought gradually into line with' the 
CCT (Art. 59(2) and Art. 39 (1) as regards trade between the new Member States and 
third countries (4). 

A special problem arose from the use of the unit of account (UA) to' 
determine, in CCT heading N u 24.01 (raw tobacco), the 280 UA/100 kgi threshold and 
to calculate the maximum and minimum amounts of duty to be paid. Until December 31, 
1973 the rate for converting the UA into national currencies was that listed' 'with 
the IMF. As a result, it was highly advantageous to import raw tcbacco via Member 
States with strongly devalued' currencies. For example, according to the rate 
listed with the IMF, one UA was worth 625 Italian lire, while the market rate was 
around 900-1000 lire. Hence companies operating, for example, in Germany, which 
has a strong currency whose IMF conversion rate was 3.66 DM to the UA, found if 
beneficial to buy lire on the free market and pay the customs duty in' Italy. 

This situation has led to a deflection of import flaws through the weak-currency 
countries. 


(1) OJ !J° L 197/7 of 17. 7. 73 

12) OJ N° L 197/21 of 17.7.73 

(3) Act of Accession, Art. 38(2): "The' new Member States shall retain the right 
to replace a customs duty, of a fiscal nature or the fiscal element of any 
such duty by an internal tax which vs in conformity with Art. 95 of the ESC 
Treaty. If a new Member State avails itself of this right, any element not 
so replaced by the internal tax shall constitute : the basic duty under Art. 31. 
This element shall be abolished In trade within the Community and brought into 
line with the Common Customs Tariff under the conditions laid down in 
Articles 32, 39 and 59. " 

(4) In trade between each new Member State and the old Member States, the protect¬ 
ive elements of the fiscal customs duties were., to be abolished progressvvcly 
with a View to total abolition as from July 1, 1977. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
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When introducing the European unit of account (EUA), whose value cor¬ 
responds with real market exchange rates, the Community authorities were' aware of 
the considerable changes this would entail and hence they felt that the EUA. ex¬ 
change value should be applied in two: stages. The exchange rates are the following 



1.1.79-31.12.79 

as of 1.1.80 

Belgian/Luxembourg 

45.08625, 

40.1725 

francs 



German marks 

3.10395fy 

2.54791 

Dutch guilders 

3.190435, 

2.76087 

Pound Sterling 

0.543041, 

0.669416 

Danish kroner 

7.275175, 

7.05035 

French francs 

5.628545, 

5.7029: 

Italian lire 

854.71, 

1084.42 

Irish Pound 

0.543041 

0.669416 


Hcwever, the rates applicable from January 1, 1980 onwards may be 
changed if the rates calculated by the Commission on October 1, 1979 differ. 

Should this be the case, the rates calculated in October will apply from 
January 1 to December 31, 1980. 

b) Preferential rates 

The preferential rates known as the Generalized System of Preferences 
(G5P) represent the Community offer, up to 1981, in the GATT 1 multilateral trade 
negotiations (Tokyo Round) in the Tropical Products category, which will probably 
be formally applicable from January 1, i960 onwards. 

The offer applies to both quantities and preferential rates. However, 
the Community already applies these tariffs and indeed has done so for the past 
four years, to all countries listed in the Annex to EEC Council Regulation 3159/78 
(1 ), for Virginia-type tobaccos originating in developing countries, for other raw 
tobaccos and for manufactured! products (CCT heading N° 24.02) from developing 
countries. 

The Community also reserves preferential treatment for countries with 
which it maintains a special relationship: 


(1) OJ N a L 375/38 of 30 . 12.78 - Annex 18 

- -. ■ i'ncltistfyclo'cu mentl. ucsf. ed u/docs/yhj15666 
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- Associated countries: Greece and Turkey 

- Mediterranean countries 

- Lome Convention countries 


These special links are discussed under c) below. 


- The Community 's Generalized System of Preferences. 

• Virginia-type tobaccos (CCT heading N u 24.01 AI) : this preference favours the 
developing countries and India and several Asian Commonwealth countries where 
tobacco is an important export commodity. The description and application of 
these preferential rates as well as the beneficiary developing countries are 
given in Regulation 3159/78 and are essentially as follows: 

— From 1.1.79 to 31.12.79 a quota of 60,000 tonnes of Virginia-type tobaccos 
(CCT sub-headings N"s 24.01 ex I, 24.01 ex II and 24.01 ex B) will be ad¬ 
mitted into the Community. The quota applies solely to products originat¬ 
ing in the developing countries and 1 territories listed : in Annex A of the 
Regulation. The duty on imports originating in the less developed 1 devel¬ 
oping countries listed in Annex B is totally suspended. 


The rates of duty are as follows: 
Heading N° Description 


Rate of duty 

Preferential Conventional 


24.01 A 


Tobacco of a value not 
less than 280 EUA/100 kg: 


AI Flue-cured Virginia 

type, light air-cured 
Burley 


7% 

Fax-charge 
45 EUA/100 kg: 


15% 

Max-charge 
45 EUA/100 kg 


All 


Other 


7% 

Max-charge 
45 EUA/100 kg 


15% 

Max-charge 
70' EUA/100 kg 


B 


Other (of a value less 
than 28U EUA/100 kg) 


7% 

Min.-charge 
15 EUA/100' kg 


23% 

Min-charge 
28 EUA/100 kg 

Max-charge 
33 EUA/100 kg 


-- A first tranche of 58,800 tonnes shall be allocated among: the Member States 
by 31.12.79', as follows: 


sTrfdoc um eri ts.ucSf! e9u'/8 ocs/y hjlGOt) 0 















Germany 10.315 te Italy 3.920 te 

Benelux 5.586 te Denmark 1.862 te 

France 980 te Ireland 1.935 te 

United: Kingdom: 34.202 te 

— The second tranche of 1200 te constitutes the reserve. If a Member State 
has used 90% or more of its initial share, it can draw a secondi share of 
up to 10% of the initial share. Having: used 90% of the second! share, a 
third (and fourth): share can be drawn of up to 5% of the initial share. 

— Member States with' shares not exhausted by 7.11.79 must return to the 
reserve that which' is more than 15% of their initial share. 

• Other tcfoaccos (CCT heading N° 24.01 All): this second preferential tariff 
for developing countries applies to raw tobacco other than Virginia-type 
(with a value greater than 280 EUA/100 kg) and is intended for the benefit 
of Indonesia in particular (1). The duty is set at 7%, with' a minimum pay¬ 
able of 33 EUA/100 kg and a maximum of 45 EUA/100 kg. It applies-only to 
products originating in the countries and territories listed! in Annex A of 
the Regulation. It is totally suspended for the products of the least devel¬ 
oped developing countries listed in Annex B. 

There is no separate national quota list and the Community ceiling for .'imports 
is 2,500 tonnes. Above this level CCT duties may be reintroduced until 

31.12.79. 

. Manufactured t ob acc os (CCT heading N u 24.02): Regulation: 3161/78 - the third 
in the series (2) - applies to certain products falling: within Chapters 1-24 
of the CCT for which preference in favour of developing countries is given. 
Only heading N° 24.02, concerning manufactured tobacco, is relevant here. 
Beneficiary countries are listed in the Annex and are the same as in the 
two preceding regulations. The same applies to the least developed developing, 
countries which are exempt from duty. 


(2) Council Regulation (EEC). 3160/78 of 29. 12. 78; OJ N° L 375/106 of 30.12. 78 - 
Annex . 19. 

Annexes A and B of this regulation are the same as those appended to the 
preceding, regulation (OJ N° L 375/98 of 30. 12. 78 - Annex 18) and have not 
been included for reasons of space available'. 

(2) Council Regulation (EEC) 3161/78 of 29. 12,. 75; OJ N° L 37/112 of 30.12.78 - 
Annex 20. 
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The preferential rates applicable from 1.1.79 to 31.12.79 are as follows: 


Cigarettes: - preferential 

37%, 

conventional 

90% 

Cigars - ,, 

42%, 

t t 

52% 

Smoking tcbacoo - ,, 

110%, 

t t 

117% 

Chafing tobacco and 

snuff - ,, 

45%, 

I t 

65% 

Other, including 
agglomerated tobacco 
in the form of sheets 
and strips - ,, 

19%, 

r t 

26% 


No quotas are specified for individual EEC countries. 

A safeguard^ clause has been included in each of these three regulations. 

The clause is applicable when products benefiting from these tariff prefer¬ 
ences are inported into the Community in such quantities or at such prices 
that EEC producers of products similar to or in direct competition with 
these imports suffer or are likely to suffer serious disadvantage, in which 
case the customs duties may be re-introduced in whole or in part on the 
products from the countries or territories which are the cause of the disad¬ 
vantage. Such measures may also be taken in the case of real or potential 
serious disadvantages experienced in a single EEC region. 

. Rule s of or igin s the concept of originating: products is applied with a view 
to granting tariff preferences in respect of certain products from: developing 
countries. As a oorollary to the preceding regulations granting: the prefer¬ 
ences, the rules on the origin of products and their implementation are set 
out in'Commission'Regulation (EEC) N° l48/7y of 26.1.79 (1) . 

The regulation' affects both products wholly obtained in the country concerned - 
in the case of raw tobacco, the product is a harvested vegetable: product - 
and products which are not necessarily wholly obtained but have undergone 
sufficient working or processing in the country concerned for them to be 
considered as originating: in' that country . 

Manufactured tobacco is considered as originating: in a specific country if it 
has been manufactured in that country from raw tobacco originating - ie. har¬ 
vested - there. If it was manufactured in one of the beneficiary developing 
countries from raw tobacco originating in a third: country - the US for example 
it will usually still be considered as originating in the former country as 


N° L 25/1 of 31. 1. 79 - Annex 21 


,,^^._,-._,.,g OTr ^^hiips://wvw;rndBstryd^comeritsrBrcsf ; Bdu/dGUs/yhjlOOOO 
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its manufacture is a "working or processing as a result of which the products 
obtained receive a classification- under a tariff heading other than that 
covering each of the products worked or processed." However, with regard: to: 
cigarettes, cigars, cigarillos and tobacco for smoking, these may be consid¬ 
ered as originating in a specific country only if at least 70% of the quantity 
of raw tobacco used: in their manufacture was harvested in that country* 

K 

In order to benefit from the above reduced rates of duty, the products must 
be accompanied by a certificate of origin issued by the customs authorities 
of the exporting country, stating that the products originate in the benefi¬ 
ciary developing country, and the products concerned must comply with: special 
provisions relating to direct transport in order to reduce the risk of fraud. 

c) Special relations 

(i) Ass ociated 1 countri es, ie. countries with which the Community has con¬ 
cluded' Association Agreements with a view to their eventually becoming 
full members of the Community. There are currently two such countries: 
Greece and Turkey. 

Greece - Greece has applied for membership of the European Commun¬ 
ity which will probably take effect on January 1, 1981. Until that time, 
the agreement establishing an association between' the EEC and Greece will 
remain in force (1 ). The agreement established a customs union with the 
original Community of Six in 1961 and' with the three new Member States in 
1975 (2 ), under which customs duties and'quantitative restrictions to 
trade between the contracting parties were to be eliminated. 

The provisions of the customs union cover both raw and manufactured to¬ 
bacco which can be imported into the EEC from Greece duty-free and are 
not subject to quantitative restrictions. EEC tcfoacco and manufactured 
tcfoacco products can also be freely exported to Greece provided the pro¬ 
ducts in question can move freely within the Community ( 3). 


(1) EEC Council Decision of 25.9.61 ; OJ N° 26 of 18.2.63 

(2) EEC Council Regulation N° 1223/75 of 5. 5. 75; OJ N° L 123 of 15. 5. 75 

(3) "Free circulation" is def ined in Article 10 g. of the EEC Treaty. - Annex. 22. 

Although imports of EEC'manufactured tobacco into Greece are formally Liber- 
alisedj Greece applies other- restrictive measures on manufactured tobacco 
imports which will not be eliminated until after Greek accession to the. 
Community. 

^ocyrn^nte^csf^^y^^c^/yjTjiO0.0Q 
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To benefit from free entry into the community, Greek tobaccos must be 
accompanied by transport certificates endorsed by the Greek custans 
authorities and stating that they are in free circulation: or that they 
have been' produced in Greece Cl). Products from third countries are 
considered as being in free circulation in Greece if all import forma¬ 
lities have been complied with and if any customs duties or charges 
having: equivalent effect have been levied! in Greece, and provided they 
have not benefited frail total or partial exemption of such: duties or 
charges. 

Accordingly, raw tobacco imported from, for example, India into Greece 
may be re-exported to the original Community of Six duty-free, whether 
or not the tobacco has been processed in Greece, provided that it has 
been placed into free circulation in Greece. Hence, there is no per¬ 
centage rule limiting the quantity of raw tobacco originating in third 
countries used to manufacture tobacco in' Greece, provided the raw to¬ 
bacco in question has first been placed into free circulation ini Greece. 

Statistical data on tobacco growing and exports and cigarette consumption 
are shown in Table 23. 

Turkey - An Agreement establishing: an: Association between the 
European' Community and Turkey was concluded in 1968 (2) with an Interim 
Agreement on accession by Turkey to the EEC ten years later (3) . How¬ 
ever, no accession negotiations are taking; place and, with unsettled! 
conditions at heme, Turkey herself is not very satisfied with develop¬ 
ments. 

The Association Agreement makes provision for the progressive establish¬ 
ment of a custans union. It is stipulated that the EEC can import to¬ 
bacco and tobacco products from Turkey free of customs duty, but that 
the EEC itself does not enjoy duty-free entry of either raw tobacco or 
tobacco products into Turkey . 

- The requirements concerning the certification of goods and their origin 
are the same as those for Greece. 

Statistical data for tobacco leaf production and exports are shewn in 
Table 24. 

CD OJ N° 26; 18.2.63 

(2) Cornell Decision of 23.12.63; OJ li° 217 of 29.12.64 (English version: OJ E°' 

C 113 of 24.12.73 ‘ 

(3) Connell Regulation (EEC) 2682/73; CJ N° E 277 of 3.10:73 










Table 23 


GREECE 


STATISTICAL DATA 


Tobacco Cultivation 


■ 

Area 

cultivated 
(ha x 10 3 ) 

Number of 
planters 
x 10 3 

Leaf production (te x 10 3 ) J 

Total 

of which 
oriental 

.J 

of which 

Burley 

1970 

97.8 

*42.7 

79.9 

78.9 

14.7 

1975 

97.3 

118.5 

117.4 

104.2 

13.2 

1976 

114.2 

129.9 

139.9 

123.4 

16.5 

1977 

104.6 

124.9 

118.9 

101.8 

17.1 


Raw tobacco exports and cigarette consumption 



Tobacco exports 

(te x 10 3 ) 


!, cigarette consumption' | 

Year 

Total 

of wh r ch 

of which 

Total to 

EC 

; Quantity 

Cte) 




oriental 

Burley 

1970 

64.6 

** 

VO 

* 

8.2 

30.3 

17 010 

61.7 

1975 

51.5 

47. 1 

4.4 

16.7 

21 462 

00 

1976 

! 55.4 

45.6 

9.8 

13.4 

22 786 

! 86.9 

1977 

53. 1 

38.9 

i 14.2 

1 11.9 

23 789 

88.6 


Source : FEDETAB 


Table 24. TURKEY - STATISTICAL DATA 



Leaf production 

Leaf exports (te x 10 3 ) j 

Year 

Area cultivated 
(ha x 10 3 ) 

j Production' 

Cte x 10 3 ) 

Quantity 

Toral ro EC 

1970 

330. 7 

149.9 

63.2 

25.5 

1975 

357.0 

194.0' 

76.7 

12.8 

1976 

400.0 

323.2 

' 83.5 

n. a. 

1977 

257 (est.) 

249 (est.) 

57.6 

n .a. 


Source : FEDETAB 
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(ii) 1 Me diterranean coun tries:; manufactured tcbacco (CCT heading N° 24.02) 
originating in the following countries may be imported into the Com¬ 
munity duty-free and free of quantitative restrictions (1): 

Algeria Egypt Jordan Malta Syria 

Cyprus Israel Lebanon Morocco Tunisia 

This preferential tariff treatment, which is not part of the general¬ 
ized system of preferences described under b)' above, is of no great 
consequence since none of the beneficiary countries produces export¬ 
able tcbacco so that there are no originating products. 

Spain also enjoys a preferential rate for tcbacco products at 40% of 
the OCT. 


(iii) Members of the Lome Convention: tire Convention between the African, 
Caribbean and Pacific States (ACPs) and the European Cormunity was 
signed at Lcme on February 25 , 1975 (2) . tinder the terms of this 
Convention', which covers trade and industrial, financial and technical 
cooperation', tobacco' as an originating product may be imported into 
the EEC duty-free under OCT heading N° 24.01) (3 ). 

A zero rate of duty is also granted to tcbacco products (CCT heading' 
N° 24.02) which, together with raw tobacco, must comply with the rules 
of origin provided for in Protocol N° 1 of the Convention in order for 
them to be considered as originating in the AGP exporting: State. 

According to these rules, raw_tobacco Is considered as originating: in 
the ACP States if it has been harvested "there”. 

Manufact ured tob acco, according to the same rules, if obtained from 
raw tcbacco' originating in ACP States , is considered! as originating in 
the ACP State where the last working or processing was carried! out. 

For example, cigars whose manufacture frcm leaves harvested! in Zambia 
began in Malawi but was completed in Nigeria, are to be considered as 
originating in Nigeria. Of course, the condition: governing the right 
to free entry into the Community Is that the product be: manufactured 
in any one ACP State, since cigars originating be It in Zambia, Malawi 
or Nigeria all benefit from the same preferential customs treatment 
upon import into the EEC. 

CD OJ N° C 51 of 26.2.79 - see Annex 23 

(2) Official publication of the text is by the EEC Council Secretariat-General. 
A list of the AGP countries is given in Annex 23. 

CM Commission decision N° 356/75 of 9. 7.75.; OJ 11° L- 237/19. of 9.9.75 
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However, even If the raw tobacco- used In the manufacture of tobacco 
products originates in a country other than an ACP State - for exam¬ 
ple, the USA the resulting: product may be considered as originating 
in the manufacturing ACP State, indeed, according: to the rules of 
Protocol N° 1, third country products may be considered 1 as originating: 
in an ACP country provided that they have undergone working or process¬ 
ing as a result of which they fall under a tariff heading other than 
the initial ones. Such is the case for raw tobacco since Its manufac¬ 
ture causes it to be classified under a tariff heading (N? 24.02) 
other than its original heading: {'3° 24.01) . But, in the case of ciga¬ 
rettes, cigars and cigarillos and! smoking tobacco, this provision is 
restricted by a further condition stipulating that the manufactured 
tobacco is considered as originating in an ACP State only if at least 
70% of the volume of raw tobacco used in their manufacture in one or 
more ACP States has been harvested in one or mere ACP States. 

This percentage limit does not apply to the tobacco harvested in the 
Gormuinity or in the overseas countries and! territories associated 1 or 
to be associated with the Community. This tobacco is considered as 
originating in the ACP State of manufacture provided that it has been: 
transported to this ACP State in compliance with the rules on direct 
transport. 

To benefit from free entry into the Ccrnrron .Market, the products accom¬ 
panied by movement certificates stating that they originate in ACP 
States must, in addition, be "directly” transported from the ACP States 
to the Community. Similar rules on direct transport are found in most 
agreements establishing free trade zones. They aim at preventing fraud; 
with regard to the rules of origin: during the goods 1 passage through: 
third countries. 

According to the Protocol on origin, the following products are consid-^ 
ered to have been directly transported from the ACP States to the 
Community: 


- products transported without passing through territories other than 
those of the Community or of the ACP States (eg. tobacco transported 
by sea from; Nigeria to the UK) ; 

- products transported through territories other than those of tile EEC 
or of the ACP States (eg. tobacco; shipped from Zambia via Angola to 
the UK) with, should the occasion arise, transshipment or temporary 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 













warehousing in' those territories, provided that: 

. they constitute a single shipment which is not split up; 

. the crossing of the "third:" territories is justified on geographic 
grounds or because of transport requirsr.ents 
. the products have not entered into 'the commerce of such countries 
or been delivered for hone use there and have not undergone ope¬ 
rations other than unloading, reloading or any operation designed 
to preserve them: in good; condition.. 

Finally, Article 10 of the Convention recognises that, were free entry 
of ACP products into the Community to result in: serious disturbance in 
a sector of the EEC economy or of that of one or more of its Member 
States, or if it were to jeopardize their external financial stability, 
or if difficulties arise which might result in' a deterioration in a 
sector of the economy in an' EEC region, the Cartmunity might take or 
authorize the ffember State concerned to take the necessary safeguard 
measures, eg. quantitative restrictions on imports. 

d) Fut u re effects of the (3VIT negotiations on the Common Customs Tariff 

The 99-nation "Tokyo Found!’ of world trade talks cane to a close 
in Geneva on April 12, 1979, five and a half years after they were launched in 
Japan. The package agreement, initialled but not formally signed by the major 
trading: nations (in the US , it still has to pass through Congress) contains the 
following tariff concessions for tcfoacco: 

CCT heading 24.01 will be split into two parts: 

(a) Burley, Virginia, Maryland, flue-cured tobaccos 

Fate: 23% with min. 28 EUA per 100 kg, max. 30 HJA per 100 kg 

(b) Other tobaccos 

Rate: 14% with min. 28 EUA per 100 kg, max. 70. EUA per HQQ kg. 

This implies that the 280 EUA threshold is abolished, as is wrapper 
leaf. The estimated loss in EEC customs revenue is around 25-28 EUA- (1 ). 


The US in particular seems satisfied with these concessions. 


Cl) The concessions finally granted and: applicable as from 1.1.1330 ■ are listed 
in Annex D 

Source: https://www.industrydocuments.ucsf.edu/docs/yhjl0000 
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By way of compensation, the premia paid for tcfoaccos whose market 
position is liable to be affected by the concessions will be as follows (subject 
to final confirmation): 

(a) Kentucky, Burley I, Badischer Burley, Maryland (100 kg) 30 EUA 

(b) Xanti-Yaka, Perustitza, Erzegovina (100 kg) 50 EUA 

5. Tobacco subs titutes 


There is nothing new in the existence of alternative smoking mate¬ 
rials for beginners and those deprived of tobacco. What is new is that tcfoacoo 
and chemical oomoany consortia have made major investments in tobacco substitutes 
( 1 ). 


Of the many different types announced, only two qualify? 

- "NSM" (New Smoking Material) by Imperial Tobacco and ICX in the UK; 

- "Cytrel"' by Celanese Corporation in the US , 

and both of these have been subjected to lengthy and expensive accreditation 
procedures. 

They consist of derived cellulose and: the aim in developing them 
was fivefold: 

- to provide a "simpler" smoke than tobacco smoke, with a lower emission rate 
of potentially toxioologicallv harmful products and lower levels of response 
ini laboratory tests (both in vitro and ; in vivo) which could be significant 
for diseases associated with smoking; 

- to produce a product suited to tobacco manufacturing plant; 

- to produce a blendable product acceptable to smokers; 

- to produce a product at acceptable cost; 

- to ireet the-toxicological testing criteria of the Hunter Committee. 

NSM. contains the mroductt of catalysed heat-treated, purified 
cellulose, cast as a: continuous film with additional caritoboxyrnathyl cellulose, 
glycerol and the mineral filters: calci temagnesite and Bentonite. Its cost 
~ - 7~TZSouice > ;-Wps://www T ipdustPydQC ) umfint5.i^9iedu/ciGe(S/yhjl0000 
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is equivalent to the middle range of tobacco prices. 

NSM is free of nicotine and! produces only a quarter of the condensate 
compared to an equal weight of flue-cured "Virginia" tobacco typical in the UK. 

In addition: 

- the incidence of skin tumours in mice is reduced to one third; 


- the smoke from NSM is less irritating to the respiratory tract; 


- no adverse pathology has been observed in laboratory rats; 


- several thousands of volunteer smokers have produced no adverse reactioas in 
short-term tests. 

Uses and advantages 


NSM was originally developed as an additive - 25% by weight. There 
was no certainty as to the likelihood of reducing health hazards. No claim was 
made about "isafety" and "best" results could only be achieved at a substitution 
rate of 50%, which was initially felt to be unacceptable. 

The main case for introducing NSM as a substitute was that it consti¬ 
tuted the first step on the (new) road towards cigarettes with lower condensate 
yields. Meanwhile, it is clear that more R & D is necessary and in the final 
instance it will be smokers themselves who will decide whether the attempt is 
successful. 

- Tobacco substitutes on the market (1) 


Imperial Tobacco (Ardeer) Ltd opened a 136,000 tonnes/year NSM-manur- 
facturing plant in Scotland at the end of June 1977, costing sane 15 million 
pounds. 


Cigarettes containing tcbaceo substitute: made their first appearance 
on the British^ market on July 1, 1977. They contained 25% NSM (Imperial Tobacco- 
ICI) and 25% Cytrel (Gelanese). 


Cigarettes containing NSM were accompanied by explanatory- notices 


in: the pack and one brand' (Rlavers) offered a free package for five wrappings. 


(1) "Chemistry and Industry", London t 2.7.77, p, SIT; 15.IQ. 77; p. 803 




Source: https://www.industiydocurnents.ucsf.edu/docs/ybjlQjQQO 

















The action' group, “Action on Smoking and Health. (ASH) 1 complained 
about misleading advertisements and promotional activities. 

By October 1977, the substitute market had withered due to poor 
response by British smokers. Estimates showed only about 2% of all smokers 
were using. NSM cigarettes after several millions of pounds had been' spent on: 
publicity. Seme manufacturers considered destroying stocks to recover duty 
paid. The workforce at the Ardeer plant was halved. Meanwhile, Cytrel (manu¬ 
factured' in the US) also met with little enthusiasm on the part of German 
smokers. 


Source: https://www.industrydocuments.ucsf.edu/docs/yhjlOOOO 
















